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France  and  Gerfte^s^8^ 
Adjusting  post-war  pact 
to  a post-Emu  Europe 
Page  15 


E9RLD  NEWS BUSINES^EWS 

Kosovo  Albanians  Second  purchase  in 

dismiss  hardliner  offing  as  Alcatel 

who  thwarted  peace  unveils  $2bn  deal 


Rebel  commanders  of  the  ethnic 
Albanian  Kosovo  Liberation  Army 
have  dismissed  Adem  Demaci,  a 
powerful  hardliner  who  prevented 
their  delegation  from  signing  a 
peace  agreement  last  week. 

Page  16 

Ctwac  moves  to  woo  euro-sceptics 
President  Chirac  of  France  took 
the  unusual  step  of  delivering  a 
letter  to  the  country's  parliament 
In  a move  seen  as  aiming  to  win 
over  euro-sceptics  on  the  left 
and  right  to  his  European  vision. 
Europe,  Page  3 

Banana  war  sanctions  face  delay 
The  US  was  faced  last  night  with 
the  prospect  of  delaying  today's 
Imposition  of  trade  sanctions 
against  the  European  Union  in 
their  banana  row.  Page  16 

Germany  faces  possflrfe  strikes 
The  German  economy  is  facing 
disruption  after  trade  unions  rep- 
resenting almost  500,000  bank- 
ing and  clerical  workers  walked 
out  of  pay  talks  and  threatened 
to  limit  overtime.  Europe, 

Page  2 


Japan  Jobless  highest  for  50  years 
Japan's  jobless  total  rose  to 
2.98m,  rts  highest  level  for  half  a 
century  and  25  per  cent  higher 
than  a year  ago.  Asia,  Page  6 

Russia  presses  for  IMF  deaf 

Mikhail  Zadornov,  Russia’s 
finance  minister,  warned  that 
Russia  may  run  out  of  hard  cur- 
rency reserves  needed  to  repay 
foreign  debt  unless  it  can  quickly 
dinch  a deal  with  the  interna- 
tional Monetary  Fund.  Europe, 
Page  2 


Alcatel,  French  telecoms 
equipment  company,  announced 
the  S2bn  purchase  of  US  data 
switching  specialist  Xylan  Corpo- 
ration and  is  close  to  unveiling 
another  big  acquisition.  Page  17 

Baan  Company,  Dutch  business 
software  producer,  expects  a 
“difficult  year”  after  making  a 
1998  loss  of  $31 5.2m  compared 
with  profits  of  $77.2m  the  year 
before.  Baan  shares  slipped  6.5 
per  cent  in  Amsterdam.  Euro- 
pean companies,  Page  18 

Rentokil  Initial  of  the  UK  missed 
its  own  growth  targets  last  year, 
boosting  earnings  per  share  by 
18.4  per  cent  instead  of  the  20 
per  cent  it  aimed  for.  The  busi- 
ness services  group's  shares 
shed  over  9 per  cent.  UK  com- 
panies, Page  22  and  Comment 

Deutsche  Bank  changed  tack  in 
its  efforts  to  create  a pan- 
European  bank  by  announcing 
plans  for  rts  own  branches  in 
France.  It  aims  to  combine  a 
small  branch  network  with  mod- 
em connections  such  as  phone 
and  internet  banking.  Page  17 


RJR  Nabisco  is  soon  expected  to 
announce  total  or  partial  disposal 
of  its  tobacco  business.  Analysts 
believe  a sale  could  fetch  more 
than  $6bn,  though  the  group  may 
also  be  considering  a joint  ven- 
ture. Page  17 


Barak  pledges  Lebanon  pull-out 
Ehud  Barak,  leader  erf  Israel's 
opposition  labour  party,  said 
Israeli  troops  would  quit  Lebanon 
within  a year  if  he  were  elected 
prime  minister  in  May.  Interna- 
tional, Page  4 


Western  banks  may  reduce  their 
exposure  to  big  Japanese  clients 
for  fear  that  Japanese  companies 
are  inadequately  prepared  for  the 
Year  2000  computer  bomb  and 
could  face  severe  liquidity  prob- 
lems. Asia-Pacific,  Page  6 


Italy  backs  UK  on  social  model 
Tony  Blair,  British  prime  minister, 
received  warm  backing  from  his 
Italian  counterpart  for  a call  to 
modernise  Europe's  "social 
model”.  Europe,  Page  2 


BacanH-Matbri,  the  world's  fourth 
largest  spirits  group,  could  con- 
sider a public  share  offering  in 
the  next  few  years  to  finance 
acquisitions.  Page  17;  Lex, 

Page  16 


Threat  to  World  Bank  watchdog 

The  World  Bank  board  is  to  vote 
on  a controversial  proposal  that 
could  cripple  the  only  indepen- 
dent agency  empowered  to 
investigate  complaints  from 
people  damaged  by  Bank  pro- 
jects. International,  Page  4 

Next  trade  talks  *to  help  poor1 
The  next  negotiations  on  liberali- 
sing world  trade  should  be  a 
“development  round"  to  benefit 
poor  countries,  Clare  Short, 
Britain's  international  develop- 
ment secretary,  told  the  UN  Con- 
ference on  Trade  and  Develop- 
ment. World  trade.  Page  7 


Brazil’s  Real  slid  to  a new  low 
despite  central  bank  intervention. 
The  bank  began  to  sell  dollars  at 
RS2.10  soon  after  the  market 
opened,  stepping  in  again  later 
when  the  Real  hit  a low  of 
RS2.22-  It  dosed  at  RS2.15  in 
London.  Currencies,  Page  25 


New  WTO  proposal  for  China 
Charlene  Barshefsky,  US  trade 
representative,  is  to  offer  a now 
proposal  this  week  to  advance 
China's  negotiations  to  enter  the 
World  Trade  Organisation.  World 
trade.  Page  7;  Albright  braves 
Beijing,  Page  6 

Warning  over  Asia  petrochemicals 
A leading  businessman  in  Asia 
has  warned  that  it  may  take  four 
years  for  excess  petrochemical 
capacity  in  the  region  to  be 
absorbed  by  the  world  market 
Asia,  Page  6 


TRWs  acting  automotive  division 
head  Jim  Remick  said  there  ware 
no  early  plans  for  the  Cleveland- 
based  company  to  seU  its  auto- 
motive division,  which  is  expand- 
ing through  the  purchase  of  the 
UK's  LucasVarity.  US  compa- 
nies, Page  20 

Micron  Electronics  shares 
dropped  19  per  cent  to  S11% 
after  the  computer  maker  warned 
of  slowing  PC  sales.  US  compa- 
nies, Page  20 

Australian  Stock  Exchange,  the 
first  stock  market  to  be  listed  on 
its  own  boards,  said  record  trad- 
ing and  the  market's  strength  in 
the  second  half  of  1998  helped 
interim  net  profit  to  AS23.4m 
(US$1 4.5m).  almost  double  the 
prospectus  forecast  Asia-Pa- 
cific companies.  Page  19 


World  Equity  Markets 

The  latest  trends  and  date  from  more 
than  50  national  martens  at  a gbstce 
Page  35 
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Monetary  policy 
Why  are  the  Fed  and  the 
ECB  looking  the  wrong  way? 
Personal  View,  Page  14 


Brussels  to 
unveil  code 


against  fraud 
and  nepotism 


Rules  for  conduct  aim  to  tackle 
cronyism  in  EU’s  executive  body 


By  Ned  Buckley  in  Brussels 


The  European  Commission  will 
today  announce  a code  of  con- 
duct aimed  at  stamping  out 
cronyism  and  fraud  Inside  tbe 
EU's  executive  body,  but  the 
reforms  may  not  be  enough  to 
silence  critics  in  the  European 
Parliament 

The  30  commissioners  - 
appointed  by  EU  member  states 
to  head  the  permanent  bureau- 
cracy in  Brussels  - will  in  future 
have  to  declare  their  spouses' 
jobs,  and  spouses'  and  children's 
financial  interests,  as  well  as 
their  own. 

They  will  also  be  barred  from 
holding  public  office  outside  tbe 
Commission.  Edith  Cresson,  edu- 
cation commissioner  and  a for- 
mer French  prime  minister, 
remained  mayor  of  the  French 
town  of  Chatellerault  for  three 
years  of  her  Brussels  term. 

But  the  Commission  also  seems 
to  want  to  silence  criticism  by  its 
members.  Under  the  code,  they 
will  be  banned  from  writing  regu- 
lar articles  for  newspapers  or 
magazines.  In  1995,  Ritt  Bjerre- 
gaard,  the  Danish  environment 
commissioner,  caused  uproar  by 
publishing  a critical  diary  of  her 
first  six  months  in  Brussels. 

The  code  is  the  first  step  in  a 
reform  package  promised  by  Jac- 
ques Santer,  Commission  presi- 
dent, to  avert  a censure  motion 
in  January  by  the  European  Par- 
liament. the  EU’s  directly  elected 
assembly,  after  a series  of  allega- 
tions of  fraud  and  nepotism.  A 
successful  censure  would  have 
sacked  all  20  commissioners. 

A five-member  “committee  of 
experts"  is  now  investigating  the 
fraud  claims  and  is  due  to  report 
on  March  15.  Parliament  has 


warned  that  if  the  inquiry  finds 
individual  commissioners  guilty 
of  wrongdoing,  it  will  press  Mr 
Santer  to  sack  them.  MEPs  have 
also  threatened  to  reintroduce 
their  censure  motion  if  they 
decide  the  Commission  is  not 
doing  enough  to  tackle  fraud. 

It  was  not  clear  last  night 
whether  parliament  would  con- 
sider that  the  Commission  had 
passed  its  first  big  test.  Referring 
to  rumours  that  it  was  having 
difficulty  agreeing  parts  of  the 
code  of  conduct,  Pauline  Green, 
leader  of  parliament's  largest 
group,  the  Socialists,  warned  it 
would  be  “well  advised  to  find 
the  political  will". 

“The  reforms  are  designed  to 
kill  off  any  possibility  of  unpalat- 
able practices  in  the  Commis- 
sion." she  said.  “These  include 
allegations  of  a ‘jobs  for  the  boys' 
scandal  in  which  friends  and 
family  or  people  from  the  same 
town  or  region  as  senior  officials 
land  plum  jobs  or  contracts." 

Edith  Mttller,  the  German 
Green  MEP  and  anti-fraud  cam-  ; 
paigner,  will  today  call  for  com-  ; 
missioners  to  have  to  seek 
approval  from  their  peers  for 
friends  or  family  to  be  given  jobs 
in  the  bureaucracy.  Any  approv- 
als would  be  published. 

Parliament's  concerns  follow 
revelations  that  a friend  of  Mrs 
Cresson  was  given  a lucrative  EU 
research  contract,  and  that  rela- 
tives of  other  Commissioners 
work  in  the  administration  - 
although  all  were  recruited  fol- 
lowing proper  procedures. 

Today's  code  stops  short  of 
banning  or  placing  conditions  on 
commissioners'  friends  or  associ- 
ates being  given  jobs  - but  does 
give  the  Commission  president 
powers  to  investigate. 


Hewlett-Packard 
plans  to  spin  off 
instruments  arm 


By  Louise  Kehoe  hi  San  Francisco 


Hewlett-Packard,  one  of  the 
largest  and  oldest  companies  in 
California's  Silicon  Valley,  plans 
to  spin  off  the  instruments  busi- 
nesses created  by  its  founders,  in 
a move  aimed  at  enabling  it  to 
focus  more  on  its  core  computer 
operations. 

The  split  will  create  a company 
with  anmiaT  revenues,  based  on 
fiscal  1998  figures,  of  $7-6bn,  mak- 
ing it  the  world’s  largest  manu- 
facturer of  test  and  measurement 
equipment. 

It  will  also  include  HP's  medi- 
cal equipment,  chemical  analysis 
and  components  operations.  Hew- 
lett-Packard, with  remaining 
annual  revenues  of  £39J>hn,  will 
comprise  the  company's  core 
computer  and  printer  businesses, 
including  software,  personal 
comparers,  business  computers 
and  a broad  range  of  imaging 
equipment  such  as  printers  and 
scanners. 

The  split  also  clarifies  HP's 
rank  as  the  second  largest  US 
computer  company,  after  Interna- 
tional Business  Machines.  Com- 
paq Computer,  which  had  been 
claiming  the  second  place  rank, 
had  revenues  last  year  of  S31.1bn. 

Lew  Platt,  chairman  and  chief 
executive,  said  the  split  would  be 
achieved  in  two  stages.  Initially, 
HP  plans  to  sen  about  15  per  cent 
of  the  equity  of  the  new  company 
in  an  initial  public  stock  offering, 
which  bankers  said  would  proba- 


bly be  the  largest  technology  IPO 
in  Silicon  Valley  history.  HP 
shareholders  would  then  be  given 
shares  in  the  new  company.  The 
process  Is  expected  to  take  12-18 
months. 

The  decision  to  split  up  the 
business  had  been  an  emotional 
one,  Mr  Platt  acknowledged. 
“Tbe  measurement  business  is 
our  heritage.  But  I am  convinced 
it  will  result  in  two  stronger  and 
more  agile  companies.” 

By  spinning  off  the  measure- 
ment business  HP  will  also 
remove  operations  that  have 
been  a drag  on  its  earnings 
growth,  analysts  said. 

Last  year  the  test  and  measure- 
ment division  was  hit  hard  by 
tbe  Asian  economic  slump  and  a 
downturn  in  sales  to  the  semi- 
conductor industry,  and  operated 
at  a loss. 

Mr  Platt  will  continue  as  chair- 
man, chief  executive  and  presi- 
dent of  HP  throughout  the  transi- 
tion. However.  HP  said  it  had 
commenced  a search  for  a new 
chief  executive,  both  within  and 
outside  HP. 

The  new  measurement  com- 
pany will  be  headed  by  Ned  Barn- 
holt,  currently  general  manager 
of  the  test  and  measurement  divi- 
sion. HP  said  it  did  not  expect  the 
realignment  to  result  in  job  cuts. 

HP’s  shares  gained  nearly  10 
per  cent  on  news  of  the  realign- 
ment yesterday. 


Lex,  Page  16 


Food  retailing 
Stocking  up  for 
millennium  mayhem 
Page  12 
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The  struggle  for  survival 
in  an  TT-dominated  world 
Separate  sections 


Avis  cools 
on  Smart 
car  prone 
to  winter 
skids 


By  Haig  SJmonten, 

Motor  Industry  Correspondent 


Kidnap  victim:  Linda  Adams  of  California  escaped  after  being  taken  hostage 
by  Rwandan  rebels  in  Uganda  by  pretending  to  be  an  asthmatic.  Eight  other 
hostages  were  killed.  Threat  to  Uganda,  Page  4 Reuters 


Bush  set  to  confirm 
White  House  bid 


By  Gerard  Baker  in  Washington 


The  US  Republican  party  was 
yesterday  feverishly  anticipating 
an  announcement  from  George  W 
Bush,  governor  of  Texas  and  son 
of  the  former  president,  who 
is  preparing  to  end  months  of 
speculation  and  take  his  first  for- 
mal step  towards  a bid  for  the 
White  House. 

After  four  years  of  disappoint- 
ment in  which  they  have  lost  one 
presidential  election,  seen  their 
congressional  majority  - won  so 
dramatically  in  1994  - whittled 
away,  and  felt  a stinging  popular 
backlash  against  their  attempt  to 
impeach  President  Bill  Clinton, 
Republicars  seemed  in  a mood  to 
rally  around  the  flag-carrier  of  a 
remarkable  political  dynasty. 

With  the  first  primary  a little 
under  a year  away,  Mr  Bush  was 
yesterday  poised  to  announce  the 
establishment  of  a “presidential 
exploratory  committee",  tbe  pre- 
lude to  a formal  declaration  of 
his  candidacy  for  next  year's 
election,  expected  to  come  some 
time  this  spring. 

“The  idea  of  Governor  Bush  is 
a sensational  idea."  said  James 
Leach,  a moderate  Republican 
who  is  chairman  of  the  House 
Banking  Committee,  “it  fits  the 
country  well." 


Almost  from  the  moment  he 
was  elected  governor  of  the  coun- 
try's second  largest  state  in  1994, 
Mr  Bush  has  carried  the  hopes  of 
many  Republicans  that  he  would 
one  day  win  back  the  White 
House  his  father  lost 

While  other  candidates  for  tbe 
party's  nomination  have  been 
shuttling  back  and  forth  for 
months  between  tbe  important 
primary  states,  Mr  Bush  has  stu- 
diously avoided  campaigning. 

His  poll  ratings  have  grown 
ever  higher,  comfortably  over- 
taking not  only  his  party  rivals, 
but  also  A1  Gore,  the  incumbent 
vice-president  and  Democratic 
party  front-runner. 

A steady  stream  of  influential 
Republicans  from  all  over  the 
country  have  made  the  long  pil- 
grimage to  Austin,  Texas,  in  the 
last  few  months,  virtually  plead- 
ing with  Mr  Bush  to  run. 

Last  week,  12  of  the  nation's 
31  Republican  governors  publicly 
declared  for  him,  an  unprece- 
dented show  of  support  for  some- 
one not  officially  a candidate  20 
months  before  the  election. 

One  governor  was  another 
member  of  the  Bush  dynasty, 
George  Ws  brother  Jeb,  elected 
governor  of  Florida  last  autumn. 


Republicans  taxed.  Page  8 


DaimlerChrysler  has  suffered 
another  embarrassing  blow  to  its 
reputation  for  safety  after  Avis 
Europe,  the  car  hire  group,  had 
to  fit  new  tyres  to  the  controver- 
sial Smart  two-seater  car  after 
recent  accidents  in  Germany. 

The  decision  follows  the  safety 
problems  suffered  by  Daimler- 
Cbrysler’s  A Class  small  car  in 
late  1997.  A Class  sales  had  to  be 
suspended  for  six  months  after  it 
was  shown  to  be  unstable  in  the 
extreme  “Elk  test"  manoeuvre. 

Similar  deficiencies  revealed  in 
later  tests  on  the  Smart  forced 
Micro  Compact  Car,  the  Daimler- 
Chrysler subsidiary  behind  the 
vehicle,  to  postpone  its  launch  by 
six  months  to  last  October. 

Since  then,  Smart  sales  have 
been  sluggish  after  largely  criti- 
cal reports  of  the  car's  ability  and 
performance  in  tbe  motoring 
press.  Sales  in  France,  one  of 
MCC's  biggest  target  markets, 
were  below  900  units  last  year. 

Sales  have  been  further  hit 
after  German  accidents  revealed 
the  Smart  could  be  dangerous  in 
snow  and  ice.  Some  drivers  bave 
lost  control  on  slippery  roads, 
revealing  a stability  problem 
because  of  the  Smart's  short 
wheelbase  and  rear-wheel  drive. 

After  the  incidents,  MCC 
announced  plans  to  upgrade  tbe 
Smart's  traction  and  gearbox 
software  to  prevent  excessive 
acceleration.  An  MCC  official 
denied  the  car  was  unstable,  but 
said  it  was  up  to  customers  “to 
use  appropriate  tyres  and  drive 
appropriately  for  the  conditions”. 

Avis  is  one  of  tbe  biggest  cus- 
tomers for  the  Smart,  having 
ordered  4,000  vehicles  for  use  in 
seven  continental  European 
countries  this  year.  Although  the 
rental  group  has  not  criticised 
the  car's  basic  engineering,  it  has 
demanded  models  be  refitted 
with  special  winter  tyres.  Avail- 
ability of  vehicles  has  been 
severely  restricted. 

Apart  from  hiring  Smarts,  Avis 
also  participates  in  a scheme 
with  MCC  allowing  owners  to 
swap  their  vehicles  for  larger 
cars  for  limited  periods. 

Last  month,  MCC  cut  its  fore- 
cast for  Smart  deliveries  this 
year  from  130,000  to  100,000.  Its 
French  factory  has  the  capacity 
to  make  200,000  a year. 
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FINANCIAL  TIMES  WEDNESDAY  MARCH  3 1999 

WORLD'OtNEWS 

EUROPE  


Italy  backs  UK  on  social  modernisation 

policies  now  in  vogue  in  Ger- 


HARD  CURRENCY  RESERVES  RUNNING  LOW 

Russia  urges 
IMF  to  reach 
accord  soon 


-By  Peter  Norman  in  MBan  and 
Robert  Fasten  In  London 

•Tony  Blair,  the  British  prime 
.minister,  yesterday  received 
warm  backing  from  his  Ital- 
■ ian  counterpart  for  a call  to 
modernise  Europe's  "social 
.model",  but  Mr  Blair’s  effort 
'to  make  his  mark  on  the 
course  of  the  European  econ- 
omy otherwise  drew  scant 
applause. 

Speaking  shortly  after  the 
UK  prime  minister 
addressed  the  congress  of 
, the  party  of  European  Social- 
ists in  Milan,  Massimo 

Germany 

faces 

possible 

strikes 

By  Tony  Barber  In  Frankfort 
and  Rafoh  Atkins  in  Bom 


The  German  economy  last 
night  faced  disruption  after 
trade  unions  representing 
almost  500.000  banking  and 
clerical  workers  walked  out 
of  pay  talks  and  threatened 
to  limit  the  amount  of  over- 
time devoted  to  solving  mil- 
lennium computer  problems. 

This  is  Germany's  third 
wage  dispute  in  less  than  a 
month  and  represents  an 
additional  burden  for  an 
economy  that  shrank  in  the 
final  months  of  1998  and  is 
showing  only  feeble  signs  or 
recovery  this  year. 

The  HBV  banking,  insur- 
ance and  retail  workers' 
union  and  the  DAG  union 
for  white-collar  employees 
rejected  an  employers'  offer, 
under  which  their  members 
would  have  received  a one- 
off  payment  of  DM850  (€434. 
$4771  each  covering  the  first 
half  of  this  year.  Describing 
it  as  "a  slap  in  the  face  for 
the  bank  workers ",  the 
unions  stuck  to  their 
demand  for  an  annual  wage 
increase  of  &6J>  per  cent. 

Klaus  Carlin,  the  HBV's 
chief  negotiator,  said  the 
unions  would  hold  a strike 
ballot  and  meanwhile  recom- 
mend employee  councils 
limit  overtime  worked  by 
staff  to  help  banks  fix  the 
millennium  bomb  - caused 
by  some  software  being 
unable  to  recognise  dates 
after  1999.  If  approved, 
strikes  could  start  on  March 
17-20. 

Meanwhile,  Germany's 
chambers  of  industry  and 
commerce  fDIHT)  warned 
yesterday  that  business 
expectations  had  become 
markedly  worse  and  that 
industry  had  lost  faith  in  the 
government's  ability  to  rep- 
resent its  interests. 

DIHT's  latest  business  sur- 
vey showed  unproved  busi- 
ness confidence  last  autumn 
had  been  short-lived.  Hopes 
that  a pick-up  in  domestic 
demand  would  compensate 
for  slower  export  growth  bad 
been  dashed,  it  said.  Invest- 
ment plans  had  also  been 
redrawn  because  of  fears 
over  tax  plans.  Franz 
Schoser,  DIHT  director,  said: 
“Companies  have  the 
impression  that  many  eco- 
nomic policy  decision  mak- 
ers lack  an  understanding  or 
the  interests  of  business.” 

German  trade  unionists 
have  been  emboldened  to 
bold  out  for  pay  rises  well 
above  the  annual  inflation 
rate  of  Oil  per  cent  since  the 
IG  Metall  union,  represent- 
ing 3.4m  engineering  and 
electrical  industry  workers, 
won  a wage  increase  or 
roughly  4 per  cent  two 
weeks  ago.  The  Social  Demo- 
crat-led government  agreed 
last  weekend  to  a 3.1  per 
cent  pay  increase  for  3m 
public  sector  workers. 
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D’Alema,  the  Italian  prime 
minister,  said:  "I  agree  with 
Tony  when  he  forcefully 
underlines  the  need  for  inno- 
vation. We  must  find  a 
dynamic  social  modeL" 

He  also  echoed  Mr  Blair's 
call  for  Europe  to  learn  from 
America's  economic  success. 
“The  extraordinary  capacity 
of  the  US  to  create  wealth 
and  work”  should  encourage 
Europe  to  create  a younger, 
more  dynamic  society,  he 
said.  Mr  Blair's  speech  had, 
however,  attracted  only  lim- 
ited applause. 

The  UK  prime  minister 


By  Peter  Norman  In  Milan 


When  AntOnio  Guterres,  the 
Portuguese  prime  minister, 
was  asked  at  the  end  of  Jan- 
uary by  fellow  European 
Union  Socialist  and  Social 
Democrat  leaders  to  investi- 
gate the  scope  for  boosting 
employment,  few  expected  a 
comprehensive  statement  on 
economic  policy  for  Europe. 

That,  however,  is  what 
they  got  in  his  ambitious 
plan,  adopted  yesterday  by 
the  congress  of  the  party  of 
European  Socialists.  It 
speaks  of  “a  major  shift 
which  shall  lead  to  higher 
employment,  sustainable 
economic  growth  and  new 
prosperity  shared  by  all”. 

The  programme  calls  for 
"a  new  mix  of  monetary, 
wage,  fiscal  and  tax  policy” 
aimed  at  improving  "the 
potential  for  innovation  and 
growth,  and  to  create  a more 
active  and  inclusive  soci- 
ety". 

In  an  interview  with  the 
Financial  Times,  the  49-year- 
old  Portuguese  leader  said 


It  has  been  a fast  moving 
battle.  Since  September's 
federal  election,  Oskar 
Lafontaine,  finance  minister 
in  Germany's  centre-left  gov- 
ernment, lias  conceded  a 
succession  of  changes  to  his 
“socially  just"  tax  reform 
plans. 

"You  could  measure  the 
ball-life  of  the  information 
we  are  getting  with  an  egg 
timer,”  says  Guido  Kreitz, 
tax  specialist  at  the  German 
chambers  of  industry  and 
commerce. 

But  this  week,  Mr  Lafon- 
taine has  made  it  clear  that 
he  is  drawing  a line  and 
sticking  firmly  to  his  ambi- 
tion of  a tax  package  that 
predominately  favours  work- 
ers and  families. 

To  the  fury  of  industry,  it 
will  be  business  that  largely 
picks  up  the  bill  through  a 
significant  widening  of  Ger- 
many's tax  base  and  the 
closing  or  loopholes.  Threats 
by  companies  such  as  Alli- 
anz. Europe's  largest 
insurer,  or  RWE.  the  energy- 
based  conglomerate,  to 
switch  activities  abroad 
were  “not  credible  and  will 
not  have  the  desired  effect" 
Mr  Lafontaine  says. 

The  interests  or  business 
have  taken  a back  seat  in 
the  finance  minister's  delib- 
erations. After  the  election, 
he  moved  quickly  to  imple- 
ment pledges  of  his  Social 
Democratic  party.  Immediate 
legislation,  costing  about 
DMXlbn  (€5.6bn,  $6.2bn). 


By  Janes  Blitz  in  Rome 

The  Italian  government  is 
this  week  taking  a hard  look 
at  the  state  of  the  country's 
economy  and  public  finances 
after  the  publication  of  dis- 
appointing data  for  1998. 

The  main  concern  of  Trea- 
sury officials  is  the  slow  rate 
of  growth  in  the  Italian  econ- 
omy. with  continuing  signs 
of  sluggish  consumer 
demand,  poor  business 
expectations  and  a worsen- 
ing export  performance. 

It  was  reported  this  week 
that  growth  in  1998  was  just 
1.4  per  cent,  the  worst  for 

any  of  the  euro-zone  econo- 
mies. Growth  tbis  year  is 
expected  to  show  Little 
improvement,  with  analysts' 
expecting  between  1.5  per 
cent  and  2 per  cent 

The  poor  growth  outlook 


was  clapped  most  enthusias- 
tic! y when  be  recalled  the 
traditional  support  given  by 
the  left  of  centre  to  fighting 
poverty  in  the  third  world. 

The  passages  on  the  US 
and  structural  reform  passed 
In  silence,  as  did  Mr  Blair’s 
reference  to  himself  "as  the 
leader  of  a country  that  has 
declared  its  intention  to  Join 
the  euro  in  the  future,  pro- 
vided the  conditions  are 
right  to  do  so”. 

Mr  Blair  indicated  he  now 
believed  be  had  a right  to 
influence  the  debate  over  the 
euro-zone  economy,  after 


the  policy  represented  some- 
thing new  for  Europe.  “If 
you  look  at  macroeconomic 
policy  in  its  two  dimensions 
of  short-term  demand  man- 
agement and  longer  term- 
structural  reform,  we  never 
had  any  effective  co-ordina- 
tion except  to  create  the  con- 
ditions for  the  euro  by  reduc- 
ing budget  deficits  and 
inflation,”  he  said.  "The  new 
policy  is  to  answer  the  ques- 
tion: is  there  any  room  for 
co-ordination  of  economic 
policies  to  allow  for  more 
growth  and  employment." 

The  policy  re-establishes 
"firmly  the  goal  of  full 
employment"  that  was 
orthodoxy  in  the  1960s.  It 
unashamedly  favours 
Keynesian  demand  manage- 
ment policies  because  these 
can  "partly  reduce  unem- 
ployment". But  it  also  incor- 
porates many  lessons  of  the 
1980s  and  1990s.  Only 
because  Europe  has  low 
Inflation  and  Its  national 
budgets  under  control,  can  a 
new  policy  mix  be  directed 
towards  a “new  trajectory  of 


raised  child  and  personal 
allowances  and  cut  the  basic 
rate  of  income  tax  from  25.9 
per  cent  to  23.9  per  cent  from 
the  start  of  this  year. 

Only  now,  however,  is  the 
second  stage  of  Mr  Lafon- 
taine's  tax  reform  legislation 
moving  through  parliament. 
This  includes  further  cuts  in 
tax  rates;  corporation  tax  on 
retained  earnings  will  drop 
from  45  per  cent  to  40  per 
cent  this  year;  the  basic 
income  tax  rate  will  fell  to 
19.9  per  cent  by  2002. 

But  for  many  businesses 
these  gains  will  be  offset  by 
tbe  planned  widening  of  tbe 
tax  base,  bringing  Germany 
in  line  witb  international 
standards.  Mr  Lafontaine 
sees  little  scope  for  a sub- 
stantial “giveaway"  - and 
particularly  not  for  industry 
which  he  argues  benefited 
from  tax  reforms  under  the 
previous  government  of  Hel- 
mut Kohl.  Tbe  DM20bn  net 
“giveaway"  envisaged  will 
not  take  effect  until  2002  - 
and  even  then  it  will  be 
mostly  private  individuals 
who  benefit. 

Hence  the  howls  of  protest 
from  industry.  Energy  com- 
panies and  the  insurance 
sector  will  be  bit  particu- 
larly by  rules  reducing  the 
scope  for  building  reserves 
and  introducing  tougher  val- 
uation rules  on  reserves  that 
are  held.  The  insurance 
industry  reckons  its  burden 
is  about  DM20bn,  the  utili- 
ties about  DM25bn 


compounds  concern  about 
public  finances.  Despite 
lower  than  expected  tax 
receipts.  Italy  was  last  year 
able  to  keep  its  budget  defi- 
cit at  2.7  per  cent  of  gross 
domestic  product.  Inside  the 
n per  cent  ceiling  under  tbe 
Maastricht  criteria. 

The  Treasury  reached  this 
figure  because  it  benefited 
from  reduced  payments  on 
the  country's  debt  during  a 
declining  interest  rate  cycle. 
But  one-off  factors  (includ- 
ing a technical  shift  in  the 
timing  of  pensions  pay- 
ments) also  played  an  impor- 
tant role  and  these  will  not 
be  repeated  this  year. 

Treasury  ministers  there- 
fore admit  that  if  growth 
were  to  remain  as  low  as  1.5 
per  cent  in  1999,  the  deficit 
figure  could  end  up  around 

2.6  per  cent.  This  would 


announcing  last  week  that 
the  UK  was  planning  to  par- 
ticipate in  European  mone- 
tary union.  "I  can  say  this 
with  perhaps  greater  Justifi- 
cation than  before  to  those 
now  in  the  euro-zone,"  he 
said.  "The  euro  can  be  a 
force  for  stability  but  it  is 
only  a foundation." 

Mr  Blair  called  for  "real 
economic  reform  that  tackles 
the  fundamental  supply-side 
weaknesses  of  the  European 
economy”  as  an  essential 
corollary  of  monetary  union. 

He  also  delivered  a mild 
reproof  to  neo-Keynesian 


growth  and  employment”. 

Mr  Guterres  defined  the 
macro-economic  levers  as 
budgetary  policy,  incomes 
policy  and  monetary  policy. 
The  problem  for  left-of -cen- 
tre policymakers  is  that 
Europe's  governments  only 
control  budgetary  policy. 
The  "social  partners"  - 
employers  and  trade  unions 


The  policy 
re-establishes 
firmly  “the  goal  of 
full  employment1 


- determine  wage  policy 
while  the  independent  Euro- 
pean Central  Bank  sets 
interest  rates. 

The  policy  document  tries 
to  circumvent  these  difficul- 
ties. European  monetary  pol- 
icy. it  says,  “should  support 
the  general  economic  poli- 
cies of  high  employment  and 
sustainable  growth  in  the 


although  both  figures  are 
hotly  disputed  by  tbe 
finance  ministry. 

Other  sectors  are  also  hit 
The  property  market  will  be 
affected  by  "minimum  taxa- 
tion" rules  limiting  tbe 
scope  for  writing  off  losses 
against  other  income  (a  mea- 
sure designed  to  stop  rich 
private  individuals  circum- 
venting tax  altogether). 

Altogether  about  80  mea- 
sures contribute  to  the 
so-called  “counter-financing" 
planned  by  Mr  Lafontaine.  A 
separate  “ecological'"  tax  bill 
will  increase  energy  taxes, 
with  the  funds  raised  used  to 
cut  state  social  security  con- 
tributions. 

The  battle  is  not  over.  Mr 
Lafontaine  bas  already 
retreated  on  some  fronts. 
Last  month,  he  announced 
changes  designed  to  help 
small  and  medium-sized 
companies.  These  included 
easing  rules  on  depredation, 
which  would  have  hit  book 
traders,  and  reversing  value 
added  tax  rule  changes 
which  would  have  affected 


overshoot  significantly  the  2 
per  cent  target  that  Carlo 
Azeglio  Ciampi.  treasury 
minister,  has  repeatedly 
pledged  to  Brussels  for  1999. 

Mr  Ciampi  is  to  publish 
revised  growth  and  deficit 
forecasts  this  month.  But 
one  minister  admitted  yes- 
terday that  a 2.6  per  cent 
deficit-to-GDP  ratio  this  year 
would  be  “unacceptable”.  In 
such  an  event,  the  Treasury 
would  take  supplementary 
measures  to  rein  in  spend- 
ing. probably  using  dele- 
gated powers  to  tighten  cash 
controls  rather  than  pushing 
a supplementary  budget 
through  parliament. 

Beyond  this,  few  senior 
political  figures  believe  the 
government  of  Massimo  D'A- 
lema is  in  a position  to  take 
policy  measures  that  boost 
economic  growth. 


many  when  he  said: 
“Demand-side  policies  of  eco- 
nomic management  are  a 
necessary  but  no  longer  suf- 
ficient guarantee  of  eco- 
nomic prosperity  for  all." 

Mr  Blair  made  the  case  for 
deregulation  after  having 
made  clear  the  UK  could  not 
join  tbe  euro  without  a move 
in  this  direction. 


EU"  but  this  must  follow 
"without  prejudice  to  the 
objective  of  price  stability 
and  with  respect  for  tbe 
independence  of  the  ECB”. 

The  ECB,  therefore,  has  to 
be  helped  to  reach  growth 
supporting  interest  rate  deci- 
sions by  governments  keep- 
ing budgets  under  control 
and  both  sides  of  industry 
reaching  wage  settlements 
that  "relate  to  productivity”. 

“We  believe  there  is  a mar- 
gin for  manoeuvre  for  mone- 
tary policy,”  Mr  Guterres 
said.  But  distancing  himself 
from  the  frequent  remarks  of 
Oscar  Lafontaine,  Germany’s 
finance  minister,  he  said  “it 
would  be  wrong  to  appear  to 
ask  the  [European]  Central 
Bank”  to  cut  interest  rates. 

There  is  also  agreement 
that  budgetary  and  tax  poli- 
cies could  help  combat 
unemployment  by  being 
directed  more  to  public 
investment.  “If  you  can 
increase  the  intensity  of 
investment  in  every  country 
at  the  same  time,  you  have  a 
multiplying  effect,"  Mr 


company  canteens.  Further 
changes,  helping  shipbuild- 
ers, wind  energy  and  ven- 
ture capitalists,  were  made 
Monday  by  the  Bundestag 
finance  committee. 

Industry's  best  hope  may 
lie  in  the  next  stage  of  the 
planned  tax  reforms.  Largely 
at  the  initiative  of  Chancel- 
lor Gerhard  Schrdder,  an 
independent  commission  is 
due  to  report  to  the  finance 
ministry  before  the  end  of 
April  on  proposals  for  cap- 
ping all  corporation  taxes  at 
a 35  per  cent  from  next  year. 

This  would  be  a substan- 
tial victory  for  industry.  The 
German  association  of 
machinery  and  industrial 
equipment  makers,  for 
example,  argues  that  its 
members  - mostly  mid-sized 
companies  of  between  50  and 
200  employees  - end  up  pay- 
ing a marginal  tax  rate  of  60 
per  cent.  Apart  from  Japan, 
that  is  one  of  the  highest 
marginal  tax  rates  in  the 
world,  it  says. 

However,  a 35  per  cent 
ceiling  is  an  ambitious  goal. 


Italy's  bid  to  qualify  for 
the  euro  pushed  its  overall 
tax  burden  in  1997  up  to  44. S 
per  cent  of  GDP,  the  highest 
level  this  decade.  That  bur- 
den came  down  just  1.2  per 
cent  in  1998  and  further  tax 
reductions  are  deemed  essen- 
tial to  boost  growth. 

However,  given  Italy's 
debt  problems,  such  reduc- 
tions would  need  cuts  in 
structural  spending,  mainly 
involving  the  country's  huge 
pensions  burden.  Mr 
D'Alema,  whose  government 
relies  on  a complex  coalition 
of  parties,  has  ruled  out  any 
such  move. 

A reform  of  Italy's  labour 
market  is  also  deemed  essen- 
tial to  boost  entrepreneur- 
ship.  Here  too,  Mr  D'Alema’s 
government  has  been  unable 
to  make  progress  in  the  fact* 
of  trade  union  reluctance. 


document  to  stimulate  jobs 
and  growth. 

The  document,  overseen 
by  Antonio  Guterres,  the 
Portuguese  prime  minister, 
declared  that  the  “European 
social  model  must  be  mod- 
ernised in  order  to  survive”. 

For  some  delegates,  how- 
ever, Mr  Blair’s  references  to 
US  success  seemed  to  be  a 


Guterres  said. 

Tbe  strategy  has  a “Euro- 
pean dimension”,  including 
possible  EU  issues  of  inter- 
national bands  to  absorb 
excess  saving  and  finance 
projects  and  a “European 
initiative  far  the  information 
society,”  proposed  for  launch 
in  June,  to  close  tbe  techno- 
logical gap  with  the  US. 

The  document  does  not 
ignore  the  supply  aide  of  the 
economy,  although  it  marks 
a sharp  break  with  the  so 
called  neo-liberal  policies  of 
the  1980s,  which  sought  to 
cut  unemployment  through 
structural  economic  reforms 
and  by  pushing  down  costs. 

The  policy  incorporates 
Ideas  of  educational  reform 
to  provide  opportunities  for 
all  that  are  associated  with 
Tony  Blair,  UK  prime  minis- 
ter. 

How  far  the  policy  influ- 
ences governments,  how- 
ever, wlU  become  clear  only 
at  the  ElTs  June  summit  in 
Cologne,  where  European 
leaders  are  due  to  agree  a 
European  employment  pact. 


Indications  so  far  suggest 
the  commission  is  likely  to 
propose  a unified  corpora- 
tion tax  on  distributed  and 
retained  earnings  of  about  25 
or  28  per  cent  But  the  addi- 
tional local  “trading  tax”, 
levied  at  about  10-12  per  cent 
of  company  profits,  is  likely 
to  be  retained  because  of  its 
importance  to  municipal 
government  finances. 

Even  tbis  might  be  too 
much  for  Mr  Lafontaine. 
Leaks  from  the  committee 
have  met  a frosty  reaction 
from  the  finance  ministry. 
Mr  Lafontaine  argues  there 
is  already  a DM30bn  “struc- 
tural deficit"  in  the  federal 
finances.  He  may  Insist  on 
further  “counter  financing” 
measures  to  offset  corpora- 
tion tax  changes. 

For  companies,  tbe  hope  of 
a intemationally-competitive 
35  per  cent  ceiling  on  corpo- 
ration taxes  - and  or  signifi- 
cant net  benefits  for  indus- 
try - may  have  to  remain  a 
long  term  goal. 


See  Editorial  Comment 


Italy  therefore  looks  set  bo 
continue  relying  on  low 
interest  rates  - and  lower 
debt  servicing  - to  keep  pub- 
lic finances  under  control. 
Mr  Ciampi  originally 
pledged  to  beep  the  coun- 
try's primary  surplus  - the 
difference  between  revenue 
and  spending  excluding 
interest  payments  - at  5.5 
per  cent  or  GDP  in  1998.  Reli- 
ance on  interest  payments 
allowed  the  primary  surplus 
to  drop  last  year  to  4.9  per 
cent.  Italy  and  the  rest  of 
Europe  are  in  a cycle  or  slow 
growth,  so  a slippage  in  the 
primary  surplus  may  be  jus- 
tified. But  Antonio  Fazio, 
Bank  of  Italy  governor, 
recently  asked  how  Italy's 
public  firmness  would  look 
once  the  international  econ- 
omy grew  again  and  interest 
rates  rose. 


By  John  Thonihfll  In  Moscow 
ami  Aricady  Ostrovsky 
hi  London 


Mikhail  Zadornov.  Russia's 
finance  minister,  warned 
yesterday  that  Russia  might 
run  out  of  hard  currency 
reserves, needed  to  repay  for- 
eign debt  in' tbe  next  few 
weeks  unless  it  could 
quickly  clinch  a deal  with 
the  International  Monetary 
Fund. 

But  Mr  Zadornov  stoutly 
defended  the  government’s 
performance  since  Russia's 
devastating  financial  crash 
last  August  and  appealed  to 
the  Group  of  Seven  industri- 
alised nations  to  provide 
political  backing  for  IMF 
support. 

“The  main  conclusion  of 
the  last  few  months  is  that 
we  have  preserved  the 
macro-economic  situation 
while  reducing  wage 
arrears,”  he  said.  “But  it  is 
clear  that  without  this  agree- 
ment [with  the  IMF],  the 
whole  conception  of  our  bud- 
get policies  will  be  destroyed 
and  we  will  be  In  a very  dif- 
ferent economic  and  political 
situation.” 

He  said  that  without  IMF 
support,  the  government 
would  be  forced  to  print 
more  money. 

In  a briefing  with  foreign 
journalists,  Mr  Zadornov 
said  the  government  had 
confounded  pessimists  by 
sticking  to  tight  monetary 
and  fiscal  policies  since 
August  Although  tax  reve- 


nues had  plummeted  to  65 
per  cent,  of  gross  domestic 
product  in  September,  they 
had  markedly  improved 
since  then.  The  government 
had  also  accepted  the  IMF's 
advice  to  delay  further  cuts 
in  value  add  tax  and  excise 
-duties  to  strengthen  the  pub- 
lic finances. 

Mr  Zadornov  said  the  gov- 
ernment was  now  forgetting 
a primary  budget  surplus 
(before  interest  payments)  of 
more  than  2 per  cent  of  gross 
domestic  product  this  year  - 
compared  with  a 1.5  per  cent 
primary  budget  deficit  in 
1998  - representing  a “colos- 
sal" swing  in  fiscal  policy. 

Tbe  monthly  inflation 
rate,  which  reached  11.6  per 
cent  in  December,  bad  also 
been  brought  down  to  3.8  per 
cent  in  February  by  tightly 
controlling  money  printing. 
Also,  Russia  had  signalled 
its  willingness  to  honour  its 
foreign  debt  obligations  as 
best  it  could  by  repaying 
$5bn  between  October  and 
March- 

One  of  the  few  economic 
liberals  left  in  tbe  govern- 
ment. Mr  Zadornov  said  Rus- 
sia would  try  to  satisfy  the 
IMF's  outstanding  objections 
but  argued  it  would  be 
counter-productive  to  make 
promises  it  could  not  keep. 

Mr  Zadornov  also  said' the 
deadline  for  foreign  inves- 
tors to  accept  a proposed 
restructuring  of  the  govern- 
ment's frozen  domestic  GKO 
debt  would  be  extended  until 
tbe  end  of  April. 


NEWS  DIGEST 


TURK1SH-KURD  CONFLICT 

Police  arrest  19  after 
violence  over  Ocalan 

Turkish  police  yesterday  arrested  19  people  they  believe 
carried  out  a wave  of  Istanbul  fire  bomb  attacks  in  protest 
at  the  capture  of  Abdullah  Ocalan,  leader  of  the  PKK  Kurd- 
ish guemfla  group. 

Mr  Ocalan 's  supporters  have  staged  a number  of  violent 
protests  across  Turkey’s  mainly  Kurdish  south-east  and  in 
the  Kurdish  quarters  of  several  cities  since  Turkish  forces 
arrested  him  last  month.  Police  said  IS  were  responsible 
for  five  bomb  attacks  on  state  premises  and  for  organising 
illegal  demonstrations.  Another  four  were  detained  in  con- 
nection with  a bomb  attack  on  an  Istanbul  cafe  at  the 
weekend  in  which  three  people  were  injured. 

Mr  Ocalan,  leader  of  the  Kurds'  campaign  for  seif-rule  in 
Turkey,  faces  trial  on  treason  charges,  and  may  face  exe- 
cution if  convicted.  Reuters,  Istanbul 


POLISH  GOVERNMENT  RESHUFFLE 


Move  weakens  EU  approach 

A Polish  government  reshuffle  has  weakened  the  country’s 
team  negotiating  membership  of  the  European  Union.  The 
move  comes  amid  growing  concern  in  Brussels  that  delays 
in  preparing  farm  and  regional  development  programmes 
could  jeopardise  Poland's  chances  of  drawing  on  EU  pre- 
accession  funds  next  year. 

Jerzy  Buzek,  the  prime  minister,  said  yesterday  he  would 
sack  nine  deputy  ministers  in  his  cabinet  office.  These 
include  Piotr  Nowrna  Konopka,  one  of  the  main  members 
of  Poland's  EU  negotiating  team.  The  move  is  the  first 
stage  in  a wider  reshuffle  expected  next  month.  _ 

Meanwhile,  Rolf  Timans,  head  of  the  European  Commis- 
sion delegation  in  Warsaw,  has  told  a conference  organ- 
ised by  the  EU’s  committee  of  the  regions  he  is  concerned 
Poland  is  falling  behind  in  preparing  drafts  of  regional 
development  and  farm  restructuring  plans.  He  said  the 
drafts  must  be  sent  to  Brussels  by  the  middle  of  this  year 
if  Poland  is  to  become  eligible  for  pre-accession  aid  funds 
worth  more  than  £5 OOm  ($5 50m)  a year  from  2000. 
Christopher  Bobinski,  Warsaw 


MILLENNIUM  BOMB 

Russia  plays  down  dangers 

Russia  yesterday  attempted  to  play  down  the  threat  posed 
by  the  millennium  computer  bomb  to  its  military  installa- 
tions, while  saying  it  had  earmarked  less  than  S4m  to 
tackle  the  problem.  Major-General  Vladimir  Dvorkin,  chief 
of  the  Fourth  Central  Research  Institute  of  the  Defence 
Ministry  of  the  Russian  Federation,  rejected  recent  sugges- 
tions by  US  military  analysts  that  his  country's  defence 
systems  might  be  jeopardised  at  the  start  of  2000. 

But  he  said  just  Rbs85m  (S3. 7m)  had  been  put  aside  for 
new  hardware  and  software,  and  that  a programme  of 
testing  would  not  be  completed  until  October. 

Nato  and  other  western  advisers  have  racentty  stepped 
up  their  technical  support  to  Russia  in  an  effort  to  prevent 
problems.  One  said:  “Our  assessment  is  that  Russia  is 
way  behind  on  the  curve."  Andrew  Jack,  Paris 


WORLD  CUP  SPONSORSHIP 


Mastercard  renews  as  sponsor 

Mastercard  yesterday  became  the  third  sponsor  to  renew 
its  four-year  World  Cup  sponsorship  with  Frfa.  soccer’s 
governing  body.  Mastercard,  the  world's  second  biggest 
payment  card  company,  is  expected  to  spend  well  over 
$1 00m  in  the  next  four  years  in  sponsorship  fees  and  mar- 
keting in  the  run-up  to  the  2002  tournament  in  South 
Korea  and  Japan.  Sepp  Blatter.  Fifa's  president,  is  confi- 
dent the  14  official  sponsors  for  the  next  World  Cup  will 
have  signed  up  by  the  end  of  the  year.  But  General 
Motors  and  Mars,  two  of  last  year’s  sponsors,  have  failed 
to  renew  their  sponsorship  amid  indications  from  industry 
that  the  cost  of  sponsoring  the  world's  largest  sporting 
event  has  risen  substantially.  William  Hall,  Zurich 


- rhetorical  flourish  too  far. 
Mr  Blair  could  take  some  “You  cannot  simply  compare 
comfort  from  the  implicit  the  US  and  Europe." 
support  of  the  congress  for  declared  Christa  Randzao- 
his  message  on  modernising  Plath,  a German  Social  Dera- 
Europe's  welfare  systems  ocrat  member  of  the  Euro- 
when  it  approved  a policy  pean  Parliament. 

Shift  on  EU  economic  policy  urged 


Lafontaine  fights  a 
rearguard  action  to 
defend  tax  ambitions 

Ralph  Atkins  and  Uta  Hamischfeger  on 

why  ‘socially  just’  reforms  have  been  met 
by  howls  of  protest  from  industry 
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FINANCIAL  TIMES 


AMONG  SUPPORTERS 

Chirac  aims  to 
win  over  French 

euro-sceptics 


By  Robert  Graham  in  Paris 

President  Jacques  Chirac  of 
France  yesterday  took  the 
unusual  step  of  delivering  a 
letter  to  the  country's  parlia- 
ment in  a move  seen  as  aim- 
ing to  win  over  eurosceptics 
on  the  right  and  left  to  his 
vision  for  the  European 
Onion  before  June's  Euro- 
pean elections. 

The  letter,  read  to  both 
houses  of  parliament  by 
their  speakers,  was  officially 
linked  to  a debate  on  ratifi- 
cation of  the  Treaty  of 
Amsterdam,  which  France 
looks  set  to  be  the  last  to 
approve.  But  commentators 
said  the  presidential  mes- 
sage appeared  to  be  aimed 
mainly  at  healing  serious 
divisions  among  his  right- 
wing  supporters  over  lists 
for  the  European  elections. 

This  is  only  the  second 
time  since  Mr  Chirac's  elec- 
tion in  1995  that  he  has  used 
his  constitutional  privilege 
to  address  parliament  in  this 
way. 

Although  the  letter  was 
cleared  with  the  Socialist-led 
government  of  Lionel  Jospin, 
Mr  Chirac’s  vision  of  Europe 
is  subtly  at  odds  with  the 
prime  minister's.  “Our  ambi- 
tion must  be  to  transform 
the  success  of  the  euro  by 
co-ordinating  our  economic 
policies,  lowering  taxes  and 
giving  priority  to  employ- 
ment,” he  says.  The  Jospin 
government’s  priorities  are 
to  promote  growth  and 


employment,  but  tax  cuts 
are  not  high  on  its  agenda. 

The  six-page  letter  bal- 
anced forthright  endorse- 
ment of  closer  £U  integra- 
tion with  a nationalist 
commitment  to  defend 
French  interests.  On  the 
argument  over  reducing 
agricultural  spending  in  the 
EU.  which  has  put  France  at 
loggerheads  with  its  part- 
ners, he  said:  "With  the  fin- 
ancing of  the  EU  and  the 
future  of  agricultural  and 
regional  policy  in  play, 
France  is  firmly  defending 
the  contract  and  principles 
on  which  Europe  was  built." 

He  also  came  out  strongly 
in  favour  of  national  parlia- 
ments playing  a greater  role 
to  monitoring  the  activities 
of  the  European  Commis- 
sion. By  so  doing  he  may  be 
hoping  to  convince  the  right 
that  France  has  not  surren- 
dered too  much  sovereignty. 

Mr  Chirac  also  made  an 
implicit  reference  to  divi- 
sions among  his  own  sup- 
porters. 

The  right  remains  badly- 
split,  however.  Mr  Chirac's 
Gaullist  RPR  party  has 
adopted  as  head  of  the  Euro- 
pean candidates'  list  Phil- 
ippe Seguin.  His  pro-Euro- 
pean  sentiments  remain  in 
doubt  following  his  refusal 
to  endorse  the  Maastricht 
Treaty  and  have  prompted 
the  centrist  UDF  party  to 
break  away  from  an  alliance 
with  the  RPR  to  fight  the 
European  elections  alone. 


Romania  to  sell 
off  first  utility 


By  Joe  Cook  in  Bucharest 

Romania’s  first  utility 
privatisation  gets  under  way 
tomorrow  when  Bucharest 
city  hall  win  invite  private 
investors  to  tender  for  a 
majority  stake  in  Regia 
Generate  Apa  Bncuresti.  the 
capital's  water  utility. 

As  many  as  10/ interna-, 
tional  utility  operators  ire  ' 
thought  to  he  interested  in 
bidding  to  provide  Buchar- 
est's more  than  2m  inhabit- 
ants with  water  and  sewer- 
age services.  Bucharest  city 
hall,  which  is  being  advised 
by  the  International  Finance 
Corporation,  the  private 
lending  arm  of  the  World 
Bank,  expects  to  raise  about 
$70zn  from  the  deal. 

The  winning  bidder  will 
acquire  a stake  of  up  to  70 
per  cent,  via  a capital 
increase,  in  a joint  venture 
with  Bucharest  city  hall. 
The  joint  venture  company 
will  hold  a 25-year  .conces- 
sion to  manage  the  city’s 
water  production,  distribu- 
tion and  sewerage  services. 

The  tender  process  has 
been  devised  to  “maximise 
transparency  and  competi- 
tion,^ said  Michele  Positano 
of  the  IFC. 

On  March  .8  bidders  will 
begin  examining;  the  utility’s 
books,  and  an  estimated  half 
dozen  “pre-qualifiers”  will  be 
announced  by  mid- April. 


These  will  be  required  to 
negotiate  and  submit  signed 
contracts  with  the  city  hall 
when  they  submit  their  final 
bids.  The  bids  will  consist  of 
the  pre-prepared  contracts 
and  the  financial  bid.  with 
the  winner  likely  to  be  the 
operator  that  offers  the  low- 
est tariffs.  The  contract  is 
expected  to  be  "awarded,  .by 
July-i.-’  : : 

RGAB  is  debt  free  apart 
from  a World  Bank  loan  of 
$25m  but  in  desperate  need 
of  investment.  Its  network  of 
70,000  metered  connections 
has  a high  leakage  rate 
which  has  pushed  water 
demand  to  more  than  double 
that  in  western  Europe. 
Improved  and  more  accurate 
metering  is  also  needed. 

The  winning  bidder  will  be 
required  to  bring  Buchar- 
est’s water  quality  up  to 
-European  Union  standards, 
to  meter  100  per  cent  of  con- 
nections within  a given  time 
and  to  guarantee  burst  pipes 
be  repaired  within  24  hours. 
An  independent  regulator 
will  monitor  the  operator. 

A local  group’s  survey  of 
Bucharest  water  consumers 
Indicates  80  per  cent  of 
respondents  believe  privati- 
sation will  improve  services. 
Mr  PositaDO  said  the  survey 
suggested  people  were  “will- 
ing to  pay  more  for  their 
water  subject  to  better  ser- 
vice". 


Gibraltar  rejects 
‘parasite’  charge 


By  David  Buchan, 
Diplomatic  Editor 


The  Madrid  government 
could  close  loopholes  in  its 
tax  regime  if  it  thought  they 
were  being  exploited  by 
.Spanish  offshore  companies 
in  Gibraltar  to  evade  tax  in 
Spain,  according  to  the  Brit- 
ish colony’s  governor. 

Abel  Matutes.  Spain's  for- 
eign, minister,  .yesterday 
returned  to  his  campaign 
against  Gibraltar  as  a “para- 
site" living,  off  its  neigh- 
bour's economy.  He  said  the 
colony's  failure  to  comply 
with  European  Union  direc- 
tives on  transparency  of 
company  accounts  encour- 
aged tax  evasion  and  laun- 
dering of  drug  money  to 
•Spain's  detriment,  and  added 
that  restrictions  would 
remain  on  Gibraltar’s  border 
until  it  fulfilled  EU  rules. 

But  Sir  Richard  Luce,  the 
governor,  expressed  incredu- 
lity over  Madrid's  earlier 
claim  that  because  of  the 
activities  of  some  53,000  Gib- 
raltar-registered companies. 

Spain  was  losing  Ptal^OObn 
(€9bn,  $l0bn)  in  tax  revenue 
each  year.  Sir  Richard  said 
♦bin  was  more  than  the  total 
deposits  in  Gibraltar  banks. 

He  said  only  28  JJOO.  Gibral- 
tar-registered offshore  com- 


panies bad  shown  them- 
selves to  be  active  by  filing  a 
return  in  the  past  year.  Com- 
panies House  to  Gibraltar, 
which  handles  incorporation 
to  the  colony,  said  the  much 
higher  Spanish  figure 

included  dormant  and 
defunct  companies. 

But  the  Gibraltar  governor 
said  if  Spain  felt  its  citizens 
were  using  Gibraltar  for  tax 
evasion,  “they  can  regulate 
and  close  loopholes”  to  their 
own  tax  regime. 

• Sir  Richard  said  Gibraltar 
had  “toe  highest  standards" 
on  financial  regulation  and 
law  and  order,  and  asked 
why  Spain  was  “making  alle- 
gations without  substantiat- 
ing them".  He  argued  that 
where  Spain  had -shown  evi- 
dence, Gibraltar  bad  acted. 

The  colony  has  bad  UK- 
style  money  laundering  leg- 
islation for  the  past  three 
years.  Last  year  Robin  Cook, 
the  UK  foreign  secretary, 
cited  Gibraltar  as  a “bench- 
mark jurisdiction  in  terms  of 
legislative  and  regulatory 
standards"  for  other  UK 
overseas  territories. 

The  governor  conceded 
there  had  been  “a  bad  patch 
in  the  mid-1990s",  with 
Gibraltarian  involvement  in 
drug  smuggling  by  fast  boats 
from  Morocco  to  Spain. 


EUROPE 


Mourners  gather  in  the  Austrian  village  of  GaHuer  yesterday  for  the 
funeral  of  residents  killed  in  two  avalanches  that  struck  the  sfcj 
resort  last  week.  The  disaster  killed  38  people,  mostly  hofidaymak- 
ws  from  Germany,  Denmark  and  the  Netherlands  Reuters 


Rules  aim  to  smooth  internet 

- it  bas  yet  to  go  to  the  gle  market  stood  little 
Council  of  Ministers  or  to  chance  of  progress.  There 
Inside  have  a first  reading  by  toe  was  a risk  that  member 

the  market  European  Parliament  - it  is  states  would  use  their  own 

already  under  fire.  consumer  regimes,  which 

Miles  Russel,  of  Direct  vary  greatly,  to  deter  sellers 
By  Emma  Tucker  In  Brussels  Line,  the  UK  company  that  from  other  countries. 

- sells  insurance,  mortgages,  The  Commission  has  opted 

With  its  sweeping  disregard  savings  and  personal  loans  for  relatively  stringent  rules, 
for  international  borders  the  via  the  telephone,  says  the  The  proposals  include  a 14- 
internet  may  da  more  to  plans  discriminate  against  day  ■‘eooling-ofT  period  for 
bring  the  single  market  to  distance  providers  by  giving  people  buying  insurance  pol- 
Europe's  consumers  than  the  impression  that  “we  are  ides,  during  which  they  can 
any  number  of  European  somehow  more  risky  from  a withdraw  from  a contract 
Commission  rulings.  consumer  point  of  view".  with  no  penalty.  For  peu- 

But  using  a computer  to  

shop  around  the  European 

Union  for  bargains  is  not  as  USinQ  3 Computer  to  SHOP  SrOUnd 

easy  as  it  sounds.  Different 

national  laws  on  everything  the  EurOp&cUl  UfllOfl  lOf  DSIQBIIIS 

from  business  practice  to  . . 

consumer  protection  create  IS  not  3S  easy  3S  it  SOUPaS 

uncertainty  for  anyone  

brave  enough  to  order,  for 

example,  a car  insurance  He  says  this  is  grossly  sions,  mortgages  and  life 
policy  over  the  web.  unfair.  “The  experience  of  assurance,  it  is  30  days. 

So  far  Brussels  bas  the  UK’s  pensions  mis-sell-  This  would  put  UK  provid- 
watcbed  from  a distance,  tog  scandal,  which  involved  ers  such  as  Direct  Line  at  a 
wary  of  drawing  up  propos-  only  traditional  face-to-face  disadvantage  compared  with 
als  that  risk  being  out  of  providers,  proves  that  such  their  Cace-to-tace  rivals,  who 
date  before  they  bave  even  fears  are  unfounded.”  for  pensions  and  other  ser- 

been  translated  into  the  EU's  In  fact,  the  directive  was  vices  need  only  comply  with 
11  official  languages.  not  drawn  up  on  the  basis  of  a 14-day  withdrawal  period. 

But  now  it  bas  drawn  up  a a bunch  that  distance  sellers  The  problem  for  UK-based 
handful  of  directives  to  are  less  bonest  than  their  distance  sellers  is  tbat  if 
make  life  easier  for  busi-  face-to-face  counterparts.  It  they  want  to  sen  their  prod- 
nesses  hoping  to  offer  prod-  was  the  result  of  the  Com-  ucts  throughout  Europe  with 
ucts  across  the  EU  via  the  mission's  decision  to  har-  less  hassle  than  at  present 
internet  and  consumers  keen  monise  tbe  consumer  protec-  they  will  bave  to  accept  the 
on  internet  shopping.  tion  rules  for  telephone  and  demands  of  other  member 

One  such  proposal  is  a internet  sales  of  financial  states.  Many  have  much 
draft  law  regulating  distance  products.  tougher  consumer  protection 

sales  of  financial  services.  Without  barmonisation  rules  than  the  UK,  parti  cu- 
Although  still  in  its  infancy  the  Commission  feared  a sin-  larly  in  distance  sales  - still 


What  does  it  take 
to  be  a leader  in 
global  business? 

A global  partner. 


For  S0%  of  the  world  s leading  corporations,  that  partner  is 
Bank  of  America. 

Actively  doing  business  in  190  countries.  Bank  of  America  has 
the  financial  strength  and  intellectual  capital  to  serve  clients  now 
and  in  the  future.  Moreover,  we  provide  all  the  services  a company 
with  global  activities  or  aspirations  could  need  — from  financial 
advisory  and  capital  raising  to  risk  and  treasury  management. 

Last  year,  Bank  of  America  was  a leader  in  capital  raising  and 
advisory',  with  over  $940  billion  raised. 

With  the  experience  gained  from  being  a major  force  in  the 
world  s markets  for  more  than  50  years,  Bank  of  America  continues 
to  demonstrate  its  commitment  to  capitalizing  on  opportunities  for 
our  clients. 

What  are  your  challenges?  Bank  of  America  has  the  solutions. 
Today  and  tomorrow. 


Bankof  America 
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£i  WW  RankAmerki  Corporation 

Bank  of  America  u rhe  marLeimg  name  lor  Bank  America  Corporation  aid  it?  ai  tHia-cr  •vorlilnuk-. 


trade 

rare  la  most  EU  countries. 

The  Commission  defends 
its  proposals.  “This  is  better 
than  what  they  have  now,” 
it  says.  “Either  you  do  noth- 
ing and  leave  companies 
that  want  to  penetrate 
neighbouring  markets  to 
grapple  with  15  different 
regimes,  or  you  harmonise 
the  rules." 

The  European  Mortgage 
Federation  has  also  critic- 
ised tbe  proposals.  It  says 
they  will  increase  the  cost  of 
mortgage  credit  because 
lenders  will  try  to  protect 
themselves  against  possible 
variations  in  rates  during 
the  cooling-off  period. 

“Variations  of  20  basis 
points  to  the  space  of  15  days 
are  not  uncommon."  it  says. 
This  is  an  issue  not  just  for 
mortgage  providers  but  for 
any  market  sensitive  service. 

At  such  an  early  stage  ser- 
vice providers  still  bave 
everything  to  play  for.  The 
parliament  is  expected  to  put 
forward  plenty  of  amend- 
ments, although  these  may 
not  be  to  their  advantage. 

Some  consumer  crusaders 
in  parliament  want  the 
directive  to  serve  as  a mini- 
mum standard,  with  member 
states  able  to  beef  up  their 
own  consumer  regimes.  This 
could  ultimately  harm  con- 
sumer Interests  by  placing 
too  many  restrictions  on  the 
companies  that  could  under- 
cut traditional  providers. 
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Threat  to  powers  of  World  Bank  watchdog 


By  Haney  Dunne  hi  Washington 


The  World  Bank  board  next 
month  is  to  vote  on  a contro- 
versial proposal  which  could 
cripple  the  only  agency 
empowered  to  Investigate 
complaints  from  people  hurt 
by  Bank  projects. 

The  independent  inspec- 
tion panel  was  created  in 
1994  as  a reform  meant  to 
make  the  Bank  more  pub- 
licly accountable.  Its  func- 
tion Is  to  investigate  com- 
plaints where  the  Bank’s 
failure  to  enforce  its  own 
loan  conditions  on  borrow- 
ing governments  has  harmed 
the  environment  or  dis- 
placed populations. 

Danny  Bradlow,  a law  pro- 
fessor at  American  Univer- 
sity who  has  been  monitor- 


ing the  panel,  said  the  new 
proposal  represented  “a  sig- 
nificant weakening"  of  the 
panel. 

If  adopted,  the  proposal, 
which  has  been  put  forward 
by  a working  group  of  six 
executive  directors,  would 
make  the  position  of  the 
panel  “untenable". 

Since  its  inception  at  the 
behest  of  the  US  Congress, 
the  panel  has  become 
increasingly  polarised  and 
controversial. 

Executive  directors  from 
lending  countries  favour  its 
activities,  while  directors 
from  large  borrowing  coun- 
tries have  become  incensed 
about  what  they  see  as  for- 
eign interference  in  their 
sovereignty. 

Although  the  rich  coun- 


tries, bolding  the  majority  of 
the  Bank's  stock,  can  out- 
vote the  borrowers  when  the 
inspection  panel  seeks 
authority  for  an  investiga- 
tion, most  Bank  decisions 
are  made  by  consensus.  At 
the  insistence  of  the  clients, 
the  panel's  activities  have 
been  increasingly  curtailed. 

Of  the  14  complaints  filed 
with  the  panel,  which 
mainly  relate  to  environmen- 
tal degradation,  population 
displacement  and  accounting 
standards,  only  one  has 
resulted  in  a full  investiga- 
tion. The  panel  recom- 
mended reviews  of  four  oth- 
ers projects,  and  in  most  of 
the  remaining  cases,  the 
Bank  staff  proposed  “action 
plans"  to  try  to  improve  the 
projects. 


Last  year  a six-member 
Working  Group  of  executive 
directors  was  appointed  to 
resolve  the  stalemate  over 
inspections.  Its  proposals, 
contained  in  a four  and  a 
half  page  report,  have  drawn 
fire  from  non-governmental 
organisations.  The  board  has 
agreed  to  address  the  criti- 
cisms at  an  unprecedented 
meeting  with  NGOs  on 
March  24. 

In  its  report,  the  working 
group  said  the  inspection 
panel  should  continue  to 
investigate  only  the  failure 
of  the  Bank  to  insist  that 
loan  conditions  be  observed; 
Any  laxity  or  corruption  by 
the  borrower  is  not  in  the 
panel's  purview. 

When  the  panel  goes  to 
inspect  a project,  its  profile 


“should  be  kept  as  low  as 
possible”  and  not  “create  the 
Impression  that  it  is  investi- 
gating the  borrower's  perfor- 
mance," the  report  said. 

In  determining  whether  or 
not  the  project  has  damaged 
people  in  the  surrounding 
areas  or  the  environment, 
the  panel  is  charged  with 
comparing  the  results  with 
the  original  conditions 
which  existed  when  the  proj- 
ect was  launched.  Critics  say 
the  comparison  should  be 
between  the  promised 
results  and  the  actual 
results. 

“We  find  it  highly  prob- 
lematic that  an  institution 
such  as  the  World  Bank, 
which  legitimizes  itself  by 
stating  that  its  mission  is  to 
improve  poor  people's  situa- 


tions. suddenly  limits . itself 
to  mainly  intending  to  do  no 
harm,"  said  the  German 
Organisation  World  Econ- 
omy, Ecology  and  Develop- 
ment. 

Kay  Treakle.  of  the  Bank 
Information  Center,  a World 
Bank  watchdog,  said:  “The 
ironic  thing  about  this  pro- 
posal is  that  it  threatens 
accountability  at  the  Bank 
at  a time  when  it  is  Increas- 
ingly pressing  governments 
to  curb  corruption  and 
implement  good  governance. 
It  would  seem  that  If  the 
board  were  serious  about 
accountability  and  wanted  to 
insure  that  the  Bank's 
money  is  used  properly,  it 
would  strengthen  not 
weaken  the  inspection 
panel." 


Tourist  killings  threaten 
to  eclipse  Africa’s  star 


Uganda’s  economic 
success  could  be 
hit  by  the  deaths  of 
eight  westerners, 
writes  Mark  Turner 

The  murder  of  eight  tour- 
ists In  Uganda  is  a blow 
to  a country  that  has 
been  considered  one  of 
Africa's  most  promising  suc- 
cess stories. 

Uganda  had  been  counting 
on  developing  tourism  to 
boost  foreign  exchange 
receipts  and  keep  up  the 
impressive  economic  growth 
of  the  past  decade  - espe- 
cially as  visits  to  Kenya 
have  been  dropping  partly 
because  of  security  concerns. 

But  the  killings  highlight 
Uganda's  perennial  problems 
on  its  northern  and  eastern 
flank,  under  pressure  from 
several  rebel  movements  and 
an  eight-month  civil  war  In 
the  Democratic  Republic  of 
Congo,  In  which  it  and 
Rwanda  are  pitted  against 
the  Kinshasa  government, 
Zimbabwe,  Angola  and 
Namibia. 

The  hundred  or  so  rebels 
who  crossed  into  the  Bwindi 
national  park  appear  to  have 
been  Interahamwe  rebels, 
the  same  group  responsible 


for  the  1994  genocide  of  more 
than  Lm  Tuts  is  in  Rwanda 
and  who  now  support  the 
Kinshasa  government  They 
attacked  in  a zone  previ- 
ously considered  as  safe. 

Commentators  say  it  is 
likely  that  the  insurgents 
were  specifically  targeting 
Uganda's  nascent  tourism 
industry  and  aiming  to  dam- 
age its  international  credibil- 
ity as  one  of  Africa's  most 
encouraging  investment 
opportunities.  If  that  is  the 
case,  they  have  gone  some 
way  to  achieving  their  end: 
the  UK  government  has 
advised  Britons  not  to  travel 
to  that  part  of  Uganda, 
where  access  to  rare  moun- 
tain gorillas  is  a big  draw. 

Donors  and  World  Bank 
officials  say  that  the  cost 
could  be  high.  “I  fear  that 
this  will  receive  a lot  of  pub- 
licity and  will  damage  the 
Uganda  tourism  industry," 
said  World  Bank  resident 
representative  Randolph 
Harris. 

'Wildlife  is  the  main  draw 
of  a Ugandan  holiday. 
Although  tourists  can  enjoy 
water  rafting  and  spectacu- 
lar scenery,  the  country's 
strategy  was  to  lure  them 
first  with  the  eastern  parks. 
If  gorilla  holidays  are  put  off 
limits,  there  will  be  severe 


doubts  aver  the  whole  sec- 
tor. 

The  irony  is  that  Uganda's 
purported  motive  for  sup- 
porting the  rebellion  in 
Congo  was  to  ensure  the 
safety  of  its  eastern  fringe, 
and  to  stave  off  the  possibil- 
ity of  another  genocide  of 
Tutsis  in  the  Congo.  Instead, 
it  has  attracted  the  unwel- 
come attention  of  yet 
another  of  central  Africa's 
roving  and  disgruntled  mili- 
tias. 

The  Uganda  People's 
Defence  Forces,  numbering 
around  50,000  men,  is 
already  struggling  to  contain 
other  insurgencies,  including 
Joseph  Kony's  notorious  13- 
year-old  Lord’s  Resistance 
Army,  a northern -based 
group  supported  by  the 
Sudanese  government  in 
Khartoum  and  which  presses 
children  into  its  forces. 

In  the  west,  the  1,000- 
strong  Alliance  of  Demo- 
cratic Forces,  a Moslem 
group  including  exiled 
Rwandans  guilty  of  geno- 
cide, came  to  life  in  1966 
after  Laurent  Kabila,  the 
Congo  president  ironically 
brought  to  power  by  Uganda, 
launched  a rebellion  against 
Zaire  dictator  Mobutu  Sese 
Seko. 

The  ADF  has  proved  a 
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serious  problem  for  Rwen- 
zori  Highlands  Tea.  the 
country's  biggest  grower, 
and  concerns  have  been 
raised  over  a big  cobalt  min- 
ing project  in  Kasese. 

Luckily,  rebel  operations 
in  the  underdeveloped  north 
have  not  proved  a particular 
impediment  to  investment, 
but  they  have  contributed  to 
Uganda's  large  defence  bud- 
get, which  prompted  some 
tough  questioning  at  a 
recent  donor  meeting  In 
Kampala. 

Since  President  Yoweri 
Museveni  and  his  National 
Resistance  Movement  took 
power  in  1986,  Uganda  has 
emerged  from  20  years  of 
brutal  dictatorship  and  eco- 


nomic regression  to  become 
one  of  Africa’s  star  perform- 
ers. 

Although  the  country's 
“no-party"  system,  which 
precludes  opposition  parties 
from  contesting  elections,  is 
viewed  with  suspicion  by 
western  governments, 
Uganda  has  consistently  pur- 
sued sound  macro-economic 
policies,  reformed  the  armed 
forces,  and  transformed 
Kampala,  the  capital,  into  a 
pleasant  place  to  live. 

Uganda  was  one  of  the 
first  countries  to  qualify  for 
debt  relief  under  the  World 
Bank's  Heavily  Indebted 
Poor  Country  initiative.  It  is 
now  the  continent’s  largest 
coffee  exporter  and  boasts 


considerable  promise  in 
hydro-electric  power  - 
although  a potential  fSOOm 
investment  in  a dam  at  Bpja- 
gali  has  been  delayed  by  the 
lack  of  reform  in  the  power 
sector. 

But  growth  of  5.5  per  cent 
In  1998  appeared  to  indicate 
a possible  slowdown  from 
previous  rates  closer  to  7 per 
cent,  and  donors  have 
expressed  concern  at  a Bag- 
ging - and  corrupt  - privati- 
sation process. 

For  the  time  being,  donors 
believe  government  asser- 
tions that  it  is  doing  all  it 
can  to  stem  corruption,  and 
recently  pledged  more  than 
$2bn  in  aid.  But  if  Uganda 
does  not  kick-start  reforms 
and  tackle  high-level  graft,  it 
may  find  that  next  year  they 
are  not  so  forgiving. 

There  are  some  hopes  that 
a peace  agreement  in  Congo 
may  be  close,  as  Angola 
deals  with  renewed  fighting 
at  home  and  Zimbabwe  faces 
severe  criticism  over  the 
cost  of  its  support  to  Mr 
Kabila.  Uganda  is  also  com- 
mitted to  reviving  the 
defunct  East  African  Com- 
munity this  summer,  with 
Kenya  and  Tanzania,  which 
could  help  foster  stability 
and  growth. 

But  the  Bwindi  attacks 
and  recent  bombings  in 
Kampala  make  it  difficult  for 
Uganda  to  convince  inves- 
tors that  it  offers  a peaceful 
and  stable  environment 

Editorial  comment,  Page  15  I 


MIDDLE  EAST  CONFLICT 


Labour  says  it  would  pull 
Israel  out  of  Lebanon 

Ehud  Barak,  leader  of  Israel's  opposition  labour  party, 
yesterday  said  Israeli  troops  would  quit  Lebanon  within  a 
year  if  he  were  elected  prime  minister  in  May.  Mr  Barak, 
former  chief  of  staff,  and  Yossi  Beilin,  the  party's  foreign 
affairs  expert,  said  their  strategy  included  renewing  talks 
with  Syria,  and  possibly  stationing  international  forces  in . 
southern  Lebanon  once  Israeli  forces  withdrew. 

The  pian,  slowly  gaining  ground  among  public  opinion, 
has  been  criticised  by  officials  in  Benjamin  Netanyahu's 
government 

They  argued  it  would  leave  Israel  s northern  borders  vul- 
nerable to  attack  from  the  Shia  Islamist  Hizboilah  move- 
ment which  has  been  trying  to  oust  Israel  from  south  Leb- 
anon, which  it  has  occupied  since  1978.  But  Mr  Beilin  said 
that  if  Israel  pulled  back  to  its  international  borders,  it 
would  have  the  right  to  defend  itself  if  attacked. 

Mr  Netanyahu's  administration  has  been  criticised  by 
both  the  left  and  right  wing  press  for  doing  little  to  revive 
talks  with  Syria,  or  to  spell  out  its  long  term  strategy  in 
southern  Lebanon.  Last  year,  Mr  Nenanyahu  said  Israel 
would  unilaterally  withdraw,  but  only  after  Lebanon  gave 
security  guarantees.  Judy  Dempsey,  Jerusalem 


LOCKERBIE  SUSPECTS  

Gadaffi  says  deal  is  near 

Libyan  leader  Muammer  Gadaffi  said  yesterday  that  a deal 
to  put  on  trial  the  two  suspects  in  the  Lockerbie  bombing 
was  near,  adding  that  he  had  no  doubt  about  the  fairness 
of  a Scottish  court 

"I  ask  the  Libyan  people  to  trust  South  African  President 
Nelson  Mandela  and  Saudi  Arabia,  who  asked  us  to 
accept  [the  deal],”  he  added.  "It  is  not  possible  to  doubt 
the  fairness  of  a Scottish  court -because  it  would  not  be 
exposed  to  pressures  from  intelligence  services  nor  to  a 
British  government  order  over  whatever  ruling.  It  would  not 
include  jurors  and  would  sit  in  the  Netherlands  not  in 
Britain.”  he  added.  Abdel  Basset  Ali  Mohamed  al-Megrahi 
and  Lamen  Khalifa  Fhimah  are  accused  of  the  1988  bomb- 
ing of  a PanAm  airliner  over  Lockerbie,  Scotland,  that 
killed  270  people.  Reuters,  Tunis 


IRANIAN  ELECTION 


Reformers  ‘take  70%  of  vote’ 

Reformers  allied  with  Iranian  President  Mohammad  Kha- 
tami maintained  their  lead  in  a high-profile  race  for  Teh- 
ran's municipaJ  authority,  with  partial  results  yesterday 
showing  rival  religious  conservatives  trailing. 

According  to  the  latest  returns,  reformers  were  also 
leading  in  several  other  big  cities,  including  Shiraz  in  the 
south  and  Sari  and  Ardebil  in  the  north.  Pro-Khatami  can- 
didates have  already  won  in  the  southern  city  of  Isfahan. 
Iran's  most  politicised  city  after  Tehran. 

Even  in  Mashhad,  Iran's  second  largest  city  and  a con- 
servative stronghold,  reformers  made  headway  and  were 
expected  to  win  four  of  the  1 1 seats.  The  English-language 
Iran  News  sad  Mr  Khatami's  supporters  had  swept  70  per 
cent  of  the  seats  throughout  the  country,  with  the  conser- 
vatives scoring  only  20-25  per  cent  Reuters,  Tehran 
Editorial  comment,  Page  15 
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ASIA-PACIFIC 


BILATERAL  DISCORD  SENIOR  BEIJING  OFFICIAL  UNLIKELY  TO  TRAVEL  TO  TAIPEI  AMID  CONCERN  OVER  MAINLAND  MISSILE  DEPLOYMENTS  ACROSS  THE  I Western 

Tensions  threaten  Chinese  visit  to  Taiwan  i?f"ks  1 


By  Jamas  Kynge  In  Beijatg 
and  Mure  Didue  In  Taipei 


The  highest-level  visit  from 
China  to  Taiwan  since  the 
two  split  in  1949  is  set  to  be 
postponed. 

The  move  comes  amid 
concerns  over  mainland 
missile  deployments  across 
the  strait  from  Taiwan  and 
other  issues  of  bilateral 
discord. 

A senior  official  in  Beijing 
who  deals  with  cross-straits 
affairs  said  yesterday  that 

Albright 

braves 

Beijing 

visit 

hit  by 

disputes 

By  James  Kynge  in  Beqaig 

Madeleine  Albright,  DS 
secretary  of  state,  put  a 
brave  face  yesterday  on  a 
visit  to  China  which  was 
marked  by  sharp  disputes 
over  human  rights  and  a US 
plan  to  deploy  an  anti- 
missile defence  shield  in 
Asia. 

Mrs  Albright  acknowl- 
edged that  US-China  ties  had 
not  lived  up  to  the  “con- 
structive strategic  partner- 
ship" that  President  Bill 
Clinton  and  Jiang  Zemin,  his 
Chinese  counterpart,  had 
trumpeted  during  their  sum- 
mit in  Beijing  last  year.  But, 
she  added,  the  relationship 
had  attained  some  maturity 
and  depth. 

"Our  relationship,  while 
still  well  short  of  this  goal, 
has  reached  the  point  where 
it  can  withstand  even  sharp 
disagreements,"  she  said. 

Her  comments  were 
intended  to  show  that  in 
spite  of  disagreements. 
Washington's  bedrock  policy 
of  engagement  witb  China 
was  not  in  danger  of  revi- 
sion. 

Growing  concern  in  Con- 
gress over  the  transfer  of 
military-use  technology,  and 
a 99-0  vote  in  the  US  senate 


Wang  Daoban,  head  of  the 
Association  for  Relations 
Across  the  Taiwan  Strait 
(Arats),  was  now  unlikely  to 
travel  to  the  island  in  the 
spring,  as  agreed  by  the  two 
sides  last  year. 

“He  is  busy  until  May,  and 
May  itself  looks  difficult  for 
him.  Whether  or  not  he  will 
be  able  to  make  it  to  Taiwan 
sometime  after  May  is  a 
matter  for  negotiation.'’  said 
the  official,  who  declined  to 
be  identified. 

The  visit  had  been 


intended  to  show  that  a 
measure  of  stability  has 
returned  to  one  of  Asia’s 
most  dangerous 

relationships. 

The  expected  delay  in  Mr 
Wang's  visit  serves  to 
underline  the  fact  that 
Taipei  and  Beijing  remain  as 
far  apart  as  ever  on  the 
volatile  issue  of 
reunification. 

The  main  sticking  point 
over  Mr  Wang’s  visit  is  that 
China  wants  it  to  herald  the 
start  of  “political  talks” 


aimed  at  eventual 
reunification,  but  Taipei  sees 
no  need  to  discuss 
unification  at  this  stage. 

In  fact,  Lee  Teng-hui, 
Taiwan's  president,  misses 
few  opportunities  to 
emphasise  the  island's 
separateness  from  the 
mainland  - in  stark 
opposition  to  Beijing's 
insistence  that  there  is  only 
one  China. 

In  an  interview  this  week. 
Mr  Lee  said  Taiwan  must  be 
recognised  as  an 


independent  and  sovereign 
political  entity. 

Taiwan  says  it  is  prepared 
to  talk  to  Mr  Wang  on 
subjects  less  controversial 
than  unification,  such  as 
fishing  disputes.  the 
repatriation  of  hijackers  and 
other  “technical"  issues. 

A recent  US  Pentagon 
report  that  China  has  been 
building  up  its  missile 
batteries  aimed  at 
intimidating  Taiwan  has 
done  nothing  to  further  the 
cause  of  mutual  trust  and 


understanding  which  Taipei 
regards  as  necessary  for  any 
political  dialogue  to  begin. 

Nevertheless,  neither  side 
wants  to  give  the  impression 
that  it  is  the  one  dragging  its 
feet.  The  US  has  consistently 
encouraged  a dialogue 
between  Beijing  and  Taipei 
as  a means  to  reduce  tension 
in  the  region. 

Officials  at  Taiwan's 
Straits  Exchange  Foundation 
tSEF)  announced  yesterday 
that  Li  Yafei.  deputy 
secretary  general  of  Arats, 


would  lead  a delegation  to 
the  island  on  March  17-19  to 
prepare  for  Mr  Wang’s  visit. 

However,  similar  trips  by 
Arats  officials  in  recent 
months  have  failed  to 
produce  any  concrete 

results. 

“We  hope  that  the  two 
bodies  can  complete 
preparatory  discussions  as 
soon  as  possible  to  finalise 
Wang  Daohan's  itinerary, 
allowing  him  to  visit  Taiwan 
in  the  spring,”  the 
foundation  said. 


fear 
Year 
2000 
in  Japan 

By  AJexancfra  Nusbaum  and 
GflBan  Tett  in  Tokyo 


Japan’s  Jobless 
at  highest 
for  50  years 


Mrs  Aforight  in  Beijing:  mixed  messages 


last  month  to  sponsor  an 
anti-China  resolution  at  this 
month's  meeting  of  the  UN 
human  rights  commission  in 
Geneva,  have  contributed  to 
questions  over  the  durability 
of  Washington’s  engagement 
with  Beijing. 

“Slow  but  steady  work 
over  a number  of  years,  on  a 
number  of  subjects,  with  a 
number  of  long  and  exten- 
sive meetings  has  yielded 
remarkable  advances  in  the 
policies  and  practices  of 
China.”  said  Janies  Rubin. 
Ms  Albright’s  spokesman. 


However,  the  apparent 
lack  of  progress  on  a range 
of  bilateral  issues  did  not 
augur  well  for  a crucial  visit 
to  the  US  in  April  by  Zhu 
Rongji,  the  Chinese  premier. 

The  chances  of  a break- 
through on  any  of  the  items 
included  in  a US  “wish  list” 
for  Mr  Zhu's  summit  seemed 
slim. 

A US  official,  who  declined 
to  be  identified,  said  one 
hope  was  that  China  might 
reverse  its  opposition  to  a 
LtN  peacekeeping  force  in 
Macedonia,  vetoed  by  Bei- 


jing in  apparent  outrage 
over  Macedonia's  recogni- 
tion of  Taiwan,  China's 
rival.  But  foreign  diplomats 
said  that  any  movement  by 
Beijing  on  Macedonia  was 
unlikely,  given  the  sensitiv- 
ity of  the  Taiwan  issue. 

Another  item  on  the  “wish 
list",  that  China  end  a crack- 
down on  dissidents  that 
began  last  year,  seemed 
more  achievable,  but  China’s 
ratification  of  the  United 
Nations  Covenant  on  Civil 
and  Political  Rights  is  con- 
sidered highly  unlikely, 


given  that  China  signed  the 
document  only  last  year  and 
the  process  of  ratification  is 
usually  a lengthy  one,  the 
diplomats  said. 

It  was  also  unlikely  that 
China  could  agree  to  join  the 
Missile  Technology  Control 
Regime  (MTCR).  which  it 
has  agreed  to  study.  Chinese 
officials  said  that  the  pros- 
pect of  Washington  deploy- 
ing a theatre  missile  defence 
system  in  Asia  would  consti- 
tute a US  violation  of  the 
MTCR,  hardly  a sound  basis 
for  China's  accession. 


By  GRKan  Tett  in  Tokyo 

Japan's  jobless  total  rose  to 
its  highest  level  for  half  a 
century  at  2.98m  in  January, 
25  per  cent  higher  than  the 
same  period  a year  ago. 

The  rise  left  the  jobless 
rate  running  at  4.3  per  cent 
for  the  third  consecutive 
month,  also  a post-war  high 
for  Japan,  the  Japanese  gov- 
ernment said  yesterday.  The 
figures  are  low  by  interna- 
tional standards  but  will  fuel 
concern  that  Japan's  current 
downturn  could  intensify 
this  year. 

Yesterday's  data  showed 
that  the  level  of  people  who 
had  left  jobs  "involuntarily" 
had  reached  a record  high  of 
lm.  with  most  of  the  new 
unemployed  found  in  the  35- 
55-year  age  group. 

The  Bank  of  Japan  has 
released  minutes  of  its  mon- 
etary policy  board  meeting 
on  January’  19  showing  most 
of  the  nine  board  members 
could  not  see  any  prospect  of 
an  economic  recovery;  some 
feared  a deflationary  spiral 
developing. 

This  contrasts  with  recent 
assertions  by  the  Economic 
Planning  Agency  fEPA)  and 
other  government  bodies 
that  the  economy  is 
rebounding.  The  EPA  fore- 
casts growth  of  at  least  9.5 
per  cent  in  fiscal  1999. 

Lawrence  Summers,  US 
deputy  Treasury  secretary, 
openly  disputed  the  EPA's 


assessment  last  week  by 
warning  that  the  prospects 
for  Japan's  economy  now 
seemed  “worse  than  several 
months  ago”. 

The  bank’s  comments  are 
being  closely  watched 
because  of  a growing  tussle 
over  the  direction  of  Japa- 
nese economic  policy. 

The  Japanese  government 
has  already  agreed  to  imple- 
ment at  least  Y24.000bn 
( $2(KL2bn>- worth  of  tax  cuts 
and  spending  packages  this 
year,  with  the  aim  of  pulling 
the  country  out  of  recession. 

However,  some  officials 
and  diplomats  fear  that  this 
will  not  boost  consumer 
spending  because  the  Japa- 
nese public  is  now  so  ner- 
vous about  job  prospects. 

Japanese  politicians  have 
recently  urged  the  hank  to 
reflate  the  economy  by  buy- 
ing more  Japanese  govern- 
ment bonds.  But  the  bank 
opposes  this,  and  last  month 
its  board  decided  to  lower 
the  overnight  call  rate,  the 
key  short-term  money  mar- 
ket rate,  from  0.25  to  0.15  per 
cent  instead. 

The  bank  yesterday 
pushed  this  rate  down  to  a 
new  record  low  of  0.05  per 
cent  by  flooding  the  markets 
with  Yl^OObn  surplus  liquid- 
ity. sharply  higher  than  the 
surpluses  seen  recently. 

Some  economists  suspect 
this  suggests  the  bank  wants 
to  see  interest  rates  of 
almost  0 per  cent 
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Company  s assets,  it  is  to  be  noted  that  thee  fc  the  possmtttty  of  submttong  an 
otter  tor  separate  terns  ol  this  entity  n accordance  with  para.  It  ol  article  46a 
Cil  Law  1982/190.  supplemented  by  article  53  at  Law  2224/1994. 

A First  Entity 

Concerns  bauxite  exploitation  with  the  centre  ot  current  actnnty  n the 
preleraures  ot  Phthfotls  and  Euboea. 

B.  Second  Entity 

Concerns  the  exploitation  ol  manganese  ores  b the  Drama  regnrt. 

C.  Third  Entity 

Concerns  the  exploitation  of  chromite  with  the  centre  of  aenwties  at  Eratrta 
Pharsaion 

D.  Fourth  Entity 

Concerns  the  exptotatiofl  of  teno-nickel  tn  the  area  of  Psarfma  Ewas. 

E.  fifth  Entity 

Includes  non-functional  elements  ot  the  Company's  assets,  among  which 
are  land  seas  on  [he  island  ot  Mbs.  in  the  regions  ot  Marxfta.  Etousts. 
Megaro.  KymL  Chryssou  PhoMdos,  Boeoua  and  Rodam  Kocanis.  scrap 
metal,  soap  machinery,  etc. 

F.  Sixth  Entity 

Magnesite  mawg  concessions  m Euboea. 

The  precise  content  at  the  above  entities  mfl  bo  contained  m tne  Ofleitog 
Memorandum  and  b the  relative  cal  for  tenders  which  mfl  toflow 

Other  Data  on  the  Tender 

t.  Prospective  buyers,  after  sibling  a coridentiaity  aqu-emurt.  may  recave 
tne  Offering  Memorandum  from  the  offices  ol  the  GquidataiQ  company,  withn 
the  tbie  fcmBs  provaled  by  taw.  They  wW  also  have  access  to  any  other 
nfermabon  they  may  request  and  be  able  to  vest  die  premoes  ot  dm 
Company  in  IqudaDon. 

2L  The  Oftertog  Memorandwn  drafted  by  Ihe  SquWator  *wl  contain  a deialed 
descrfttbn  of  the  assets  tor  sab  and  any  other  supplementary  nf  ormabon 
that  may  be  useful  to  be  prospective  buyer. 

3 The  Call  tor  Tenders  wfl  be  putAshed  withm  Ure  feg^  txne  wnfe  aid  m me 
same  newspapers  b which  tt»  present  nvsauon  has  appeared. 

For  further  krtormatnn.  Interested  parties  may  apply  to 
Mr.  Constantine  Georgia  at  ETBA  FINANCE  SA, 

1 Eratosttienous  & Vas  Constanlrau  Sis. 

4*  Root.  Athens  116  35.  Greece  . 

k T«L  (301 1 7560210,  756QZ7B  and  Fast  (30i|  7560B&4  Ji 


CONTRACTS  & TENDERS 


I INVITATION  FOR  PREQUALIFICATION 

BID  No  TEK  3346-1 

L The  TURKISH  ELECTRICITY  DISTRIBUTION  CORPORATION 
has  received  a loan  from  the  International  Bank  for  Reconstruction 
and  Development  (hereinafter  referred  to  as  the  IBRDi  in  various 
currencies  towards  the  cost  of  the  TKlv  Restructuring  Project  and 
intends  to  apply  a portion  of  the  process  of  this  loan  to  eligible 
payments  under  the  con  tract!  si  for  which  this  Invitation  for 
Prequalification  is  issued. 

2.  The  TURKISH  ELECTRICITY  DISTRIBUTION  CORPORATION 
i TED  AS  i hereinafter  the  Employer,  intends  to  prequaJify 
contractors  ( firms i for  furnishing  the  necessary  engineering, 
installation  supervision,  technical  services.  labour,  plant 
equipment,  tools  and  everything  whether  of  a temporary  or 
permanent  nature  required  for  the  construction  and  completion  of 
the  Electrical  Distribution  Network  SC  ADA  systems,  on  a turn- 
key basis. 

3.  It  is  expected  that  Invitations  to  Bid  will  be  made  in  April,  1999. 

4.  PrequaliGcation  is  open  to  firms  and  voluntarily  formed  joint 
ventures  from  eligible  source  countries  as  defined  in  the 
Guidelines-.  Procurement  under  IBRD  Loons  and  IDA  Crediti, 

5.  Interested  eligible  applicants  may  obtain  tbe  PrequaJificahoD 
Duramen ta  in  person  during  office  hours  at  the  address  below  ur, 
by  writing  or  faxing  to: 

TURKISH  ELECTRICITY  DISTRIBUTION  CORPORATION 

GENERAL  MANAGEMENT 

Trading  Department 

(Tkanet  Dairc  Baskanligil 

In  u mi  Bulvari  No:  27 

Floor  1.  Office  1011 

Bah^elievler  - ANKARA 

TURKEY' 

Fax  number  90  10312)  222  98  03 

6.  Written  requests  must  clearly  state  "Request  for  Prequalificntinn 
Documents  for  the  Electrical  Distribution  Systems  SCADA 
projects".  Tbe  documents  are  available  for  o non  rotunda  blc  foe  of 
thirty  U.S.  dollars  (VAT  included).  The  TURKISH  ELECTRICITY 
DISTRIBUTION  CORPORATION  Trading  Department  will 
promptly  dispatch  the  documents  hy  registered  airmail,  but  under 
no  circumttanrtK  will  it  be  held  responsible  for  late  delivery  or  loss 
of  (he  documents  so  mailed. 

7.  A minimum  requirement  for  qualification  will  be  to  have: 

*i'  successfully  carried  out  as  a prime  contractor  3 ithree' 
Electrical  System  SCADA  Projects  and  2 itwo<  DMS  project* 
in  the  past  10  Item  years; 

iii>  have  an  annual  average  turnover  in  the  efectncal  power 
industry  of  a minimum  of  25  ItwenLy  five' million  L1S$  or 
equivalent  during  the  last  five  years; 

■ iiii  evidence  of  access  to  or  availability  or  credit  of  no  lew  than 
USS2.5  i(wo  and  half)  million  or  equivalent; 

I iv  i (he  design  and  manufacturing  process  of  the  equipment  mun 
he  ISO  9001  qualified  or  equivalent; 

9.  Submission  of  completed  Applications  for  Pre-qualification  must 
be  received  in  scaled  envelopes,  delivered  cither  hy  hand  nr  by 
registered  mail  to: 

fURKISH  ELECTRICITY  DISTRIBUTION  CORPORATION 

GENERAL  MANAGEMENT 

Trading  Department 

'Ticaret  Doire  Baskanligil 

Invmi  Bulvari  No:  27 

Floor  L Office  1ULI 

Bohfelin-ler  - ANKARA 

TURKEY 

not  later  than  19.04.1999  and  be  dearly  marked  “Application  to 
Prequalify  for  the  Electrical  Distribution  Network  SCADA 
prnjuet". 

9.  The  TURKISH  ELECTRICITY  DISTRIBUTION  CORPORATION 
reserves  tha  right  to  accept  or  reject  Into  applications 
19.  Applicants  will  be  advised,  in  due  course  of  the  results  uf  their 
applications.  Only  firms  and  joint  ventures  prequalified  under  (lib* 
procedure  will  be  invited  to  bid. 


Bad  debt  makes  up  44% 
of  Thai  bank  lending 


By  Ted  Bardacfce  in  Bangkok 

Bad  debt  in  Thailand’s 
tottering  banking  system 
accounted  for  44  per  cent  of 
all  commercial  bank  lending, 
or  Bt2.400bn  ($64bn).  at  tbe 
| end  of  last  year,  the  central 
I bank  said  yesterday. 

The  figure,  amounting  to 
more  than  half  of  Thailand's 
GDP.  is  in  line  with  forecasts 
of  private  rating  agencies 
and  investment  banks  and 
gives  credence  to  projections 
that  bad  debt  could  eventu- 
ally peak  at  50  per  cent  of 
total  lending. 

Just  three  months  earlier, 
□on-performing  loans  were 
38  per  cent  of  total  bank 
lending.  Tbe  biggest  increase 
came  at  the  country's  Gve 
state-owned  banks,  whose 
bad  debts  as  of  December 


wen?  62.5  per  cent  of  loans, 
compared  with  55  per  cent  at 
the  end  of  September. 

Non-performing  loans  at 
the  eight  privately-owned 
banks  were  42  per  cent  of 
outstanding  credit,  up  from 
37  per  cent  at  the  end  of  Sep- 
tember. Foreign  bank 
branches  had  much  lower 
levels  of  non-performing 
loans  - 9.9  per  cent  of  total 
lending,  up  from  7.5  per  cent 
three  months  earlier. 

Central  bank  officials  said 
the  growth  rate  of  non-per- 
forming loans  had  begun  to 
slow  and  that  debt  restruct- 
uring - which  can  turn  a 
non-performing  loan  into  a 
performing  one  after  three 
months  of  renewed  payment 
- should  help  bad  debt  levels 
peak  this  quarter.  Recent 
cuts  in  minimum  lending 


rates  by  Thai  commercial 
banks,  which  now  charge 
less  than  10  per  cent,  the 
lowest  level  in  decades,  have 
helped  debt  restructuring. 

Yet  Thai  banks  are 
required  to  make  provision 
for  additional  loans  that  are 
being  repaid  but  held  by  cus- 
tomers who  have  defaulted 
on  other  debts.  High  provi- 
sioning needs  are  pushing 
banks  to  put  available  cash 
aside  for  potential  losses 
instead  of  making  the  new 
loans  needed  for  Thailand  to 
begin  an  economic  recovery.  t 

Another  avenue  would  be 
for  the  banks  to  raise  new 
capital  but  controlling  share- 
holders have  been  slow  to  do 
so  for  fear  of  diluting  their 
ownership,  credit  rating 
agency  Fitch  IBCA  said  yes- 
terday. 


Western  banks  are 
considering  reducing  their 
exposure  to  large  Japanese 
clients  because  of  growing 
concern  that  Japanese  com- 
panies are  insufficiently  pre- 
pared for  the  Year  2000  prob- 
lem, it  has  emerged. 

Western  banks  fear  that 
Japanese  companies  in  all 
sectors  could  face  severe 
liquidity  problems  because 
their  own  computer  systems, 
or  those  in  related  compa- 
nies. may  fail  as  computers 
misread  the  Year  2000,  when 
represented  by  “00”,  as  the 
year  1900. 

Western  bankers  are  reluc- 
tant to  talk  publicly  about 
their  concerns  because  they 
fear  they  could  face  reper- 
cussions from  Tokyo  which 
insists  that  appropriate  mea- 
sures are  under  way  to  avoid 
a crisis. 

However,  alarm  will  be 
fuelled  by  the  US  Senate's 
special  committee  on  the 
Year  2000  technology  prob- 
lem, released  yesterday, 
which  ranked  Japan's 
national  level  of  preparation 
in  the  third  of  four  “tiers”. 
TTiis  puts  Japan  on  a level 
witb  countries  such  as  India, 
Kenya,  Venezuela,  and  Tur- 
key. The  US,  Britain,  Austra- 
lia and  Canada  were  in  the 
first  tier,  or  most  prepared. 

The  American  Chamber  of 
Commerce  in  Japan  had 
already  warned  the  Japanese 
government  that  the  Japa- 
nese financial  industry  was 
particularly  vulnerable  to 
the  millennium  bomb  crisis. 

Japan  operates  on  an 
imperial  calendar  primarily 
and  only  secondly  on  the 
western  calendar,  which  has 
stoked  fears  in  the  west  that 
the  failure  to  tackle  the  Year 
2000  problem  is  a deeply 
embedded  cultural  one. 

The  Ministry  for  Interna- 
tional Trade  and  Industry' 
says  most  large  industrial 
and  financial  companies  are 
now  Year  2000-compliant, 
and  it  is  now  testing  most 
trading  and  settlement 
systems. 

The  Financial  Supervisory 
Agency,  the  banking  watch- 
dog, has  also  warned  that  it 
will  suspend  operations  at 
financial  companies  that 
have  inadequately  prepared 
for  the  millennium  bomb,  A 
senior  FSA  official  said:  “I 
am  confident  that  most  large 
Japanese  banks  will  have  no 
problems  witb  Y2K.  The 
only  remaining  issue  is  their 
contingency  plans.  We  have 
inspected  some  western 
banks  and  found  that  the  sit- 
uation was  worse.” 

However,  these  steps  have 
not  yet  allayed  foreign  con- 
cern. says  Christopher  Wells, 
head  of  the  ACCJ  financial 
committee.  Although  west- 
ern bankers  believe  that 
most  large  Japanese  banks 
will  be  Year  2000  compliant, 
there  is  deep  concern  about 
closely  related  subsidiaries 
and  clients.  There  is  also 
particular  concern  about  the 
situation  in  non-financial 
sectors  such  as  the  utilities. 
“People  are  going  to  have  to 
start  cutting  credit  lines  and 
reconsidering  who  they  do 
business  with,"  said  Mr 
Wells. 


Asia’s  excess  petrochemicals 
‘may  take  four  years  to  absorb’ 


By  Mure  Dickie  and 
Peter  Montagran  m Taipei 

One  of  Asia's  lending 
businessmen  has  warned 
that  it  may  take  three  or 
four  years  for  excess  petro- 
chemical capacity  in  Asia  to 
be  absorbed  by  the  world 
market. 

The  warning  from  Wang 
Yung-ching,  82.  founder  of 
Taiwan's  Formosa  Plastics 
group,  contrasts  with  more 
optimistic  predictions  from 
International  Monetary 
Fund  and  other  western  offi- 
cials of  a slow  recovery  later 
this  year. 

Mr  Wang,  whose  company 
is  the  world's  largest  polyvi- 
nyl chloride  (PVCi  producer, 
blamed  the  sector's  trouble 
on  reckless  expansion  of 
capacity  in  south-east  Asia 
earlier  this  decade. 

As  a result,  producers  had 
dumped  product  on  the  mar- 
ket and  prices  had  fallen  by 
35  per  cent  over  the  past  two 
years.  “In  the  past,  thpy 
didn't  have  much  manage- 
ment experience."  he  said  in 
an  Interview. 

Manufacturers  in  Thai 


Taiwan  premier  wins  easy  victory 
in  confidence  vote  on  share  tax 


Vincent  Siew.  Taiwan's 
premier,  easily  won  a 
confidence  vote  forced  by 
opposition  parties  which 
accused  him  of  caving  in  to 
presidential  pressure  to  cut 
a lax  on  share  transactions. 
Mure  Dickie  reports  from 
Taipei. 

Legislators  voted  142  to 
83  against  the 
no-confidence  motion,  the 
first  raised  under 
constitutional  amendments 
made  two  years  ago. 

Mr  Siew's  victory  had 
been  assured  by  the  ruling 


land.  Indonesia.  Malaysia 
and  Singapore  had  increased 
capacity  dramatically. 
“Thi-sc  greenhorns,  they 
know  nothing  about  indus- 
try. Lhey  know  nothing 
about  business."  added  Paul 
Chi. mg.  Mr  Wang's  execu- 
tive assistant. 

Petrochemical  product 
prices  were  unlikely  to  fall 


Nationalist  party’s 
parliamentary  majority, 
which  was  buttressed  by 
support  from  19 
independents.  However,  the 
furore  over  the  vote  may 
have  cost  the  affable 
premier  some  public 
confidence  in  his  ability  to 
stimulate  the  faltering 
economy. 

Opposition  politicians  said 
Mr  Sfew  had  weakened  the 
authority  of  his  office  by 
succumbing  to  pressure 
from  President  Lee  Teng-hui 
to  cut  the  0.3  per  cent  tax. 

much  further.  Mr  Wang  con- 
tinued. He  saw  a period  of 
volatility  ahead. 

Some  producers  would 
have  to  cut  production 
because  they  were  now  sell- 
ing at  prices  that  did  not 
even  cover  the  cost  of  feed- 
stock. Even  a small  amount 
of  oversupply  could  upset 
the  market  price  structure. 


In  Taiwan,  by  contrast,  the 
output  of  the  state-run  petro- 
chemical industry  had  never 
exceeded  lm  metric  tonnes 
and  had  stayed  below  domes- 
tic demand,  said  Mr  Wang, 
whose  business  empire  is 
involved  in  businesses  rang- 
ing from  plastics  to  semicon- 
ductors. 

Even  the  i.5m  tonnes-a- 
year  output  of  the  groups' 
new  refinery  and  petrochem- 
ical complex  in  central 
Taiwan  would  be  for  its  own 
use.  he  added. 

Analysts  said  that  part  of 
Mr  Wang's  irritation  with 
south-east  Asian  producers 
might  reflect  his  own  frus- 
tration at  being  prevented 
by  the  Taiwan  government 
from  expanding  his  compa- 
ny's own  output  In  China. 

Formosa  Plastics,  which  is 
also  moving  into  oil  refining 
and  power  generation  in 
Taiwan,  made  clear  that 
Taipei's  restrictions  on  large 
investment  in  China  still 
rankled.  He  was  a business- 
man who  knew  nothing 
about  politics,  Mr  Wang 
said.  “People  have  to  help 
each  other.” 
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impasse  over  entry 


NEGOTIATIONS  TO  WORLD  TRADE  BODY 


Barshefsky  to  put  proposal  to  Beijing 


By  James  Xynge  m Bejjtng 
“d  Guy  de  Jouquj&res 
in  Iflnckm 

Charlene  Barshefsky,  US 
trade  representative,  will 
offer  a new  proposal  this 
week  to  advance  China's 
negotiations  to  enter  the 
Trade  Organisation 
'WTOj.  Madeleine  Albright, 
US  secretary  of  state,  said 
yesterday. 

“As  Ambassador  Barshef- 
sky comes  here  to  riiseus?  a 
new  proposal  with  the  Chi- 
n®se-  there  is  a good  chance 
that  we  can  move  the  CWTOi 
process  forward.”  Ms 
Albright  said  after  meeting 
President  Jiang  Zemin. 

it  was  the  first  time  during 


the  last  few  weeks  of  Intense 
bilateral  WTO  talks  that  the 
US  has  mentioned  a new 
proposal  for  China.  Ms 
Albright  did  not  give  details 
of  the  US  plan,  other  than  to 
say  that  Washington  was 
hoping  “very  much  for 
increased  flexibility."  from 
Beijing. 

Zhu  Rongji,  the  Chinese 
premier  who  is  due  to  make 
a key  visit  the  US  in  April, 
indicated  last  month  that 
Beijing  was  enthusiastic  to 
pursue  a WTO  deal.  But  the 
details  of  what  liberalisation 
concessions  China  may  offer 
are  regarded  as  much  more 
problematic. 

James  Rubin.  Ms 
Albright's  spokesman,  said 


that  the  question  of  China 
being  granted  a special 
observer  status  - under 
which  it  may  be  allowed  to 
debate  WTO  rules  but  not 
vote  on  them  - has  not  been 
raised  in  talks  with  Chinese 
officials,  in  spite  of  specula- 
tion to  the  contrary. 

Any  such  plan  would. 

however,  be  unlikely  to  find 
favour  with  the  EU,  which  is 
concerned  that  such  -mini- 
packages"  could  undermine 
entry  negotiations  with 
more  than  30  other  candi- 
dates. including  Russia, 
which  are  also  wrestling 
with  choices  every  bit  as  dif- 
ficult as  those  that  face 
China. 

But  from  the  US  perspec- 


tive. there  is  considerable 
pressure  to  keep  China 
focused  on  WTO  entry  even 
if  it  cannot  be  admitted 
before  a new  round  starts 
later  this  year. 

If  China  lost  interest  in 
joining  the  WTO.  some  of 
the  impetus  behind  eco- 
nomic reform  and  the 
embrace  of  a rules -based  for- 
eign Investment  environ- 
ment may  dissipate.  China 
had  observer  status  during 
the  Uruguay  round  trade 
talks  that  ended  in  1993. 

However,  diplomats  and 
trade  officials  have  repeat- 
edly warned  that  the  gulf 
between  Chinese  and  US 
positions  on  the  extent  and 
speed  of  Beijing's  market  lib- 


eralisation and  tariff  reduc- 
tion moves  remains  great. 

Washington  is  seeking 
greater  access  to  China's 
farm  sector  but  Beijing  feels 
that  any  significant  conces- 
sions on  agriculture,  which 
sustains  a poor  rural  popula- 
tion of  900m.  risk  fomenting 
social  instability  juul  there- 
fore are  unacceptable.  Last 
year,  China  re  imposed  price 
floors  on  grain  and  banned 
private  grain  trading. 

Opposition  to  market 
access  is  also  strong  in  Chi- 
na's telecoms  sector,  from 
which  Beijing  derives 
around  16-17  per  cent  of  cen- 
tral government  revenues. 
Financial  services  and  distri- 
bution are  also  problematic. 


US  warns  trade  issues 
may  mar  Japanese  visit 


By  Michiyo  Nakamoto  and 
Alexandra  Harney  in  Tokyo 

The  US  yesterday  warned 
that  a planned  visit  by  the 
Japanese  prime  minister 
could  be  overshadowed  by 
trade  issues  if  Japan  failed 
to  meet  its  commitment  to 
carry'  out  broad- ranging 
deregulation  of  its 
markets. 

Richard  Fisher,  deputy  US 
trade  representative,  said 
yesterday  that  "success  in 
this  area  [of  deregulation]  is 
necessary  in  order  to  have  a 
successful  meeting  between 
Prime  Minister  [Keizo]  Obu- 
chi  and  President  [Bill]  Clin- 
ton." in  the  US  in  May.  “We 
are  rushing  to  complete  this 
project  as  early  as  possible 
so  that  it  doesn't  interfere 
with  other  discussions  that 
should  take  place  between 
our  two  leaders."  he 
said. 

His  remarks  highlight  US 
expectations  that  Japan  will 
move  more  aggressively  to 
liberalise  its  markets  in  the 
run-up  to  Mr  Obuchi's  US 
visit. 

Expressions  of  frustration 
on  the  part  of  the  US  follow 
signs  of  disappointment 
from  the  European  Union, 
which'  has  warned  that 
Japan's  failure  further  to 
dprfigulatflJts  telpnnms  mar- 


ket  could  mean  it  is  in 
breach  of  its  commitments 
under  the  World  Trade 
Organisation  telecoms  liber- 
alisation agreement 

Mr  Fisher  said  that  Japa- 
nese proposals  on  deregu- 
lation so  far  “fell  short  of 
the  deregulation  measures 
that  were  originally  envi- 
sioned at  the  start  of  this 
exercise”. 

The  US  has  made  270 
deregulation  requests, 
involving  sectors  ranging 
from  telecoms  and  pharma- 
ceuticals to  housing  and 
competition  policy. 

In  the  medical  industry, 
the  long  period  taken  by  the 
authorities  to  approve  drugs 
has  meant  that  80  per  cent  of 
drugs  that  appeared  In  the 
US  and  EU  markets  in  the 
past  five  years  were  not 
available  in  Japan,  Mr 
Fisher  pointed  out 

For  its  part,  Japan  is 
demanding  that  the  US 
deregulate  its  car  parts  mar- 
ket, charging  that  a law 
requiring  companies  to  list 
the  country  of  origin  of  parts 
used  in  cars  unfairly  dis- 
criminates against  foreign 
carmakers. 

The  Japanese  request  is  an 
unusual  reversal  of  roles  in 
trade  negotiations  between 
Japan  and  the  US,  particu- 
larly In  the  pnlitinaTly  «u>nsi. 


tive  automotive  industry. 
Traditionally,  the  US  has 
applied  heavy  pressure  on 
Japan  to  open  its  market  to 
foreign  cars  and  car  parts. 

The  Japanese  automotive 
industry  is  suffering  from 
the  sharpest  decline  in 
domestic  demand  since 
records  began.  Car  and  truck 
sales  fell  12.6  per  cent  in 
1998,  forcing  carmakers  to 
curtail  production,  imple- 
ment broad  restructuring 
programmes,  and  reconsider 
their  relationships  with 
parts  suppliers. 

Japan  has  called  on  the  US 
to  abolish  the  American 
Automobile  Labeling  Act,  a 
law  that  requires  car  parts 
sold  in  the  US  to  carry  a 
sticker  describing  the  coun- 
try of  origin. 

It  has  also  called  for  the 
loosening  of  Corporate  Aver- 
age Fuel  Economy  regula- 
tions, which  require  foreign 
car  makers  to  submit  sepa- 
rate statistics  on  fUel  econ- 
omy of  cars  imported  into 
the  US. 

While  both  sets  of  regula- 
tions are  applied  to  US  and 
foreign  companies,  they 
imposed  an  unfair  burden  on 
Japanese  carmakers  because 
of  the  excessive  costs 
involved  in  tracing  the  ori- 
gin of  parts  in  Japan,  accord- 
ing tn  thp  Japan  Antnmnhile 


Manufacturers  Association, 
the  leading  industry 
group. 

"It  raises  the  question: 
why  do  foreign  carmakers 
have  to  perform  separate  cal- 
culations? Our  burden  is 
larger  than  the  American  big 
three  carmakers. . . and  the 
number  of  articles  we  need 
to  compile  is  enormous. 
There  is  also  the  issue  of 
how  much  customers  are 
actually  looking  at  the 
labels.”  Jama  said. 

The  move  marks  the  first 
time  the  Japanese  govern- 
ment has  submitted  a formal 
complaint  in  high-level  trade 
talks  about  excessive  regula- 
tion in  the  US  car  parts  mar- 
ket. Jama  has  protested 
against  the  law  since  its 
p-stahlishmeni  in  the. early 


1990s,  but  said  it  was 
unlikely  to  be  repealed 
because  of  strong  support  in 
the  US  Congress. 

However,  it  underlines  the 
depth  of  problems  affecting 
Japan's  car  and  component 
manufacturers  amid  the 
country’s  worst  recession  m 
decades. 

Nissan  Motor,  the  troubled 
number  two  carmaker,  has 
been  shedding  its  stakes  in 
key  suppliers  to  improve 
cash  flow  and  reduce  its 
Y2.500bn  debt. 

Last  week.  Robert  Bosch 
became  the  first  foreign  com- 
ponents group  to  acquire 
control  of  a Japanese  parts 
maker  when  it  raised  its 
stake  in  Zexel.  a fuel  injec- 
tion pump  manufacturer 
, affiliated  with.  Nissan 


Next  trade  talks  round 
'should  help  the  poor’ 


By  Guy  de  Jonq  uteres 

in  London  and 

Frances  Williams  in  Geneva 


The  next  negotiations  on 
liberalising  world  trade 
should  be  a "development 
round”  designed  to  benefit 
poor  countries,  Clare  Short, 
Britain's  international  devel- 
opment secretary,  said  yes- 
terday. 

In  a speech  in  Geneva,  she 
outlined  a trade  agenda  for 
developing  countries  aimed 
at  producing  a more  equita- 
ble trade  system  In  all  our 
interests''. 

The  World  Trade  Organi- 
sation’s 134  members,  three- 
quarters  of  which  are  devel- 
oping countries,  are  due  to 
launch  a new  global  trade 
round  when  ministers  meet 
in  Seattle  in  the  US  at  the 
end  of  November. 

However,  many  developing 
countries  are  opposed  to  or 
unenthusiastic  about  a 
round  because  they  believe 
that  the  benefits  of  previous 
negotiations  bave  been 
skewed  in  favour  of  the 
world’s  rich  nations. 

Addressing  the  United 


Nations  Conference  on  Trade 
and  Development,  which  is 
helping  poor  countries  to 
draw  up  a “positive"  trade 
agenda,  Ms  Short  urged 
WTO  members  to  expand 
planned  talks  on  agriculture 
and  services  to  include  other 
important  issues  for  develop- 
ing nations. 

Agricultural  liberalisation 
was  “vital"  but  the  round 
also  needed  to  tackle  indus- 
trial tariffs,  government  pro- 
curement, rules  of  origin  and 
abuse  of  anti-dumping  pol- 
icy. 

Ms  Short  also  said  more 
effort  should  be  made  to 
help  developing  countries 
meet  their  Uruguay  Round 
commitments  to  open  their 
markets  and  accept  new 
trade  disciplines.  But  indus- 
trialised countries  too 
should  fulfil  their  side  of  the 
bargain. 

She  called  on  International 
development  institutions  to 
step  up  technical  assistance 
to  poor  countries,  and  on  the 
WTO  to  review  the  operation 
of  Uruguay  Round  agree- 
ments and  if  needed  extend 
implementation  deadlines 


on  a case-by-case  basis. 

Multilateral  co-operation 
on  social  issues,  such  as 
child  labour,  and  on  the 
environment,  must  be 
strengthened  in  ways  which 
met  developing  countries' 
needs  and  did  not  conflict 
with  world  trade  rules,  the 
minister  added. 

Ms  Short's  remarks  follow 
expressions  of  support  from 
Brussels  for  developing 
countries'  aspirations  in  the 
new  trade  round.  These 
reflect  a growing  concern 
within  the  European  Union 
that  the  round  could  flop 
without  the  backing  of  poor 
nations. 

India,  an  influential  voice 
among  developing  countries, 
has  said  it  opposes  wide- 
ranging  trade  talks  until  the 
results  of  the  Uruguay- 
Round  are  consolidated. 

Other  countries,  while  tak- 
ing a softer  line,  have  yet  to 
be  convinced  of  the  benefits 
of  discussing  such  new 
issues  as  investment,  compe- 
tition policy  and  the  envi- 
ronment which  the  EU 
wants  included. 


US  pushes  oil  companies 
on  Caspian  pipeline  deal 


By  Leyb  Boulton  n Ankara 

The  US  yesterday  urged 
reluctant  oil  companies  to 
conclude  a deal  to  build  a 
pipeline  from  the  Caspian 
Sea  to  the  Turkish  port  of 
Ceyhan  while  oil  prices  were 
low  at  $11  a barrel. 

Mark  Parris.  US  ambassa- 
dor to  Turkey,  said  regional 
governments  were  most 
likely  to  make  maximum 
concessions  when  the  project 
looked  least  attractive  com- 
mercially. 

“A  30-year  oil  project  is 
not  built  on  one-year  price 
forecasts.”  he  said.  “So  when 
will  companies  get  more 
favourable  terms?  When 
they  come  back  when  prices 
are  at  $18  a barrel,  will  the 
companies  be  in  a stronger 
position?  The  time  to  decide 
is  now." 

Hnwpver, . he  added  that, 


Turkey,  Europe’s  fastest 
growing  energy  market 
which  has  lobbied  in  favour 
of  the  project  with  the  US, 
would  also  have  to  compen- 
sate companies  for  any  over- 
runs on  a project  Ankara 
estimates  would  cost  $2.4bn 

Wref  Digings,  director  of 
Caspian  exports  at  British 
Petroleum  Amoco,  said 
nobody  In  the  industry  was 
"willing  to  bet  on  a sus- 
tained" rise  in  the  price  of 
oil. 

Tomorrow,  Turkey 
resumes  negotiations  with 
Azerbaijan,  the  main  Cas- 
pian exporter,  and  oil  compa- 
nies over  a possible  deal.  Mr 
Parris  said  the  project  could 
promote  stability  in  the  Cas- 
pian region  and  avoid  the 
“problematic”  alternative  of 
transporting  oil  and  gas 
through  Iran. 

7lya  Aktas  Turkish 


energy  minister,  said  that 
companies  also  had  to  factor 
into  their  cost  calculations 
the  heightened  risk  of  an  oil 
tanker  accident  in  the  Bos- 
porus, the  waterway  which 
divides  IstanbuL  The  water- 
way would  see  more  traffic 
without  the  Baku-Ceyhan 
pipeline  to  offload  extra  oil 
from  the  Caspian. 

Mr  Aktas  said  that  the 
other  priority  for  Turkish 
energy  policy  was  to  pro- 
mote a pipeline  to  transport 
natural  gas  from  Turkmen- 
istan to  Turkey. 

After  claiming  tbe  market 
could  also  support  an  alter- 
native Russlan-Italian  gas 
pipeline  project,  known  as 
Blue  Stream,  he  brushed  off 
suggestions  by  the  US 
ambassador  that  simulta- 
neously encouraging  multi- 
ple pipeline  projects  could 
.lead.  to..nnne.heing.  hui.lt 


ING  has  found  a way  to  streamline  international  cash  management. 
Euro  Navigator  is  a unique  combination  of  products,  services  and  consultation 
that  gives  you  direct  electronic  access  to  national  payment  systems  throughout 
Europe  (including  Central  and  Eastern  Europe).  It’s  available  exclusively  via  the 
following  ING  companies:  BBL.  ING  Bank,  ING  Barings  and  Bank  Mendes  Gans. 


Euro  Navigator  is  a fast,  efficient  and  cost-effective  means  of  managing  your 


finances.  In  fact,  it  lets  you  handle  all  of  your  European  cash  activities  from  a 
single  point.  Which  means,  regardless  of  currency  or  destination,  you  can  save 
time  and  money  when  transferring  funds. 

And  optimise  your  earnings  with  the 
added  control  you  enjoy  over  your  cash 
flow.  Wherever  your  company’s  financial  course  leads.  Euro  Navigator 
keeps  you  in  complete  command.  To  find  out  more  about  this  unique  tool 
for  international  cash  management,  send  an  e-mail  to  icmtflmail.ing.nl 
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LONG-TERM  CAPITAL  MANAGEMENT  HOUSE  OF  REPRESENTATIVES  BANKING  SUB-COMMITTEE  TO  BE  TOLD  OF  BEST-PRACTICE  GUIDELINES  

Hedge  fund  hearings  likely  to  focus  on  reform 


By  Tracy  Corrigan 
In  New  York 

A congressional  sub- 
committee on  capital  mar- 
kets will  today  begin  its  sec- 
ond round  of  bearings  on  the 
near-collapse  last  year  of 
Long-Term  Capital  Manage- 
ment. the  hedge  fund,  with 
discussions  likely  to  focus 
on  future  changes  to  finan- 
cial market  practices. 

“There  are  some  remain- 
ing concerns  about  what 


happened  last  September, 
but  we  covered  a good  deal 
of  that  on  October  1 [the  pre- 
vious hearing],"  said  an  aide 
to  the  House  of  Representa- 
tives banking  sub-commit- 
tee. “There  is  a desire  to  see 
what  steps  were  taken  subse- 
quently and  whether  addi- 
tional steps  need  to  be 
taken.” 

At  issue  are  the  broader 
implications  of  the  market 
turmoil  which  caused  heavy 
losses  for  many  financial 


TV  network 
hopes  to  cash 
in  like  Monica 


By  Christopher  Partes 
In  Los  Angeles 

The  Monica  monitoring 
industry,  a media  niche 
reserved  for  paparazzi  and 
other  undesirables,  achieves 
mainstream  respectability 
tonight  when  the  US  viewing 
public  sits  down  to  ABC's 
airing  of  an  interview  with 
“that  woman". 

The  number  of  eyeballs 
fixed  on  the  two-hour  Inter- 
view with  grande  dame  Bar- 
bara Walters'  lele-a-UHe  with 
Ms  Lewinsky,  will  be  worked 
into  a formula  which  will 
decide  how  much  advertisers 
will  pay  for  commercial  time 
on  ABC  TV  stations. 

Those  rates  will  hold  until 
the  next  four-week  viewer- 
counting bout  in  May,  when 
the  broadcast  networks  will 
once  again  roll  out  the  pick 
of  their  material  in  the 
“sweeps."  a quarterly  ritual 
census-taking  among  view- 
ers. 

On  Thursday,  Britain's 
Channel  Four  joins  the  pro- 
cess with  its  broadcast  of  the 
meeting  between  Ms  Lewin- 
sky and  old-hand  inter- 
viewer, Jon  Snow.  After  that 
comes  the  international 
itwlie  with  the  syndication  of 
the  Channel  Four  version 
and  as  Ms  Lewinsky  exer- 
cises her  rights  (ABC  can 


show  the  Interview  only 
once)  over  her  meeting  with 
Ms  Walters. 

For  companies  lured  by 
the  possibility  that  Ms  Lew- 
insky’s showbusiness  debut 
in  ABC's  20120  current 
affairs  programme  will  do 
even  better  than  top-rated 
entertainment  programmes, 
the  event  represents  a rare 
opportunity  to  present  their 
products  to  a giant  slice  of 
the  consumer  market. 
Advertising  rates,  normally 
$8. 5m.  for  30  minutes,  will 
accordingly  be  increased  for 
the  show. 

For  ABC.  a Walt  Disney 
subsidiary,  the  world-first 
broadcast  represents  a last- 
gasp  chance  to  gain  ground 
on  rivals  NBC  an ri  CBS.  cur- 
rent leaders  in  the  February 
sweeps,  which  end  tonight- 

But  for  the  television 
industry  at  large,  it  raises 
another  question  mark  over 
the  value  of  the  time-hon- 
oured practice  of  counting 
eyeballs. 

In  May.  July  and  Novem- 
ber the  networks  will  once 
again  be  under  pressure  to 
catch  the  public's  attention 
when  the  sweeps  return  and 
Nielsen  Media  Research 
sends  out  diaries  to  its  focus 
groups  of  viewers  who  will 
faithfully  log  what  they 
watch  and  when. 


institutions  in  the  wake  of 
Russia's  default  on  its 
domestic  debt  last  summer, 
and  whether  tighter  regula- 
tion or  legislation  is  needed. 

A series  of  initiatives  has 
been  undertaken.  The  Basle 
committee  of  banking  super- 
vision. the  International 
bank  regulatory  grouping, 
has  already  reported  that 
most  risks  could  be  dealt 
with  by  improved  standards 
at  banks.  Direct  regulation 
of  hedge  ftmds,  many  of 


Lewinsky:  kies  and  tail 

Alien  Banks,  media  direc- 
tor at  the  US  arm  of  the 
Saatchi  & Saatchi  advertis- 
ing company,  touched  a 
nerve  last  month  when  he 
asked  whether  it  might  be 
timp  for  a change. 

Everyone  now  knew  the 
sweeps'  purpose  was  solely 
to  fix  future  advertising 
rates  on  the  basis  of  four 
weeks'  worth  of  program- 
ming into  which  they 
crammed  all  their  best  mate- 
rial, he  told  a conference. 

“Wouldn't  it  be  better  for 
them  [networks]  to  spread 
out  their  best  product 
throughout  the  year? 
Wouldn't  they  generate  big- 
ger audiences  for  more 
weeks  if  they  were  not  con- 
strained to  run  their  most 
important  programmes  dur- 
ing only  16  weeks?"  he 
asked. 

However,  a new  deal  for 
viewers  who  overdose  on 
repeats  in  non-sweep  months 
seems  some  way  off. 


which  are  offshore,  would  be 
problematic. 

The  President's  Working 
Group,  chaired  by  Robert 
Rubin.  Treasury  secretary,  is 
expected  to  report  soon  on 
the  US  regulatory  perspec- 
tive. Three  US  regulators, 
including  William  McDon- 
ough. president  of  the  Fed- 
eral Reserve  Bank  of  New 
York,  will  testify  today. 

The  subcommittee  will 
also  bear  from  Gerald  Cor- 
rigan of  Goldman  Sachs  and 


Stephen  Thieke  of  J.P.  Mor- 
gan. co-chairs  of  an  industry 
grouping  of  12  leading  finan- 
cial institutions  preparing 
best-practice  guidelines, 
expected  later  this  year. 

The  grouping  has  set  up 
three  working  parties.  The 
first  will  look  at  internal 
risk  management  practices, 
including  the  way  risk  mod- 
els were  used  by  Wall  Street 
firms.  The  second  will  look 
at  reporting  of  information, 
internally  within  investment 


banks,  by  counterparties  and 
to  regulatory  authorities. 

The  third  working  party 
will  focus  on  industry-wide 
initiatives,  including  possi- 
ble sharing  of  information. 
This  is  an  area  where  there 
could  be  recommendations 
for  legal  changes,  for  exam- 
ple in  the  area' of  bankruptcy 
law  and  netting  agreements. 

The  initiative  is  in  part  an 
effort  by  the  industry  to  get 
its  own  house  in  order  and 
forestall  possibly  punitive 


regulation-  However,  senior 
executives  on  Wall  Street 
are  willing  to  admit  to  errors 
in  the  run  up  to  the 
Long-Term  Capital  crisis. 

Most  executives  admit  that 
there  was  an  over-reliance 
on  collateral  put  forward  by 
hedge  ftmds.  as  well  as  an 
over-reliance  on  their  own 
risk  models.  They  also  con- 
cede that  they  did  not  press 
sufficiently  hard  for  informa- 
tion on  hedge  funds'  expo- 
sure. 


Republicans  become  taxed 
over  vote-winning  issue 


By  Deborah  McGregor 
hi  Washington 

If  tax  cuts  had  been 
American  voters'  top  prior- 
ity in  the  last  few  general 
elections,  Bob  Dole  would 
now  be  president  and  the 
Republican  majority  in  the 
House  of  Representatives 
would  not  have  been  whit- 
tled down  to  a bare  mini- 
mum. 

As  things  turned  oat,  Pres- 
ident Bill  Clinton  easily 
managed  to  resist  Mr  Dole's 
call  for  a 15  per  cent  cut 
across  the  board,  and  the 
Grand  Old  Party  is  on  the 
defensive  in  the  House.  But 
the  Republicans  are  not  giv- 
ing up  on  their  cherished 
tax-cutting  plans. 

Today  on  Capitol  Hill, 
Republican  House  leaders 
will  call  on  citizens  to  rebel 
against  what  they  say  is  a 
historically  high  tax  burden. 

Led  by  Dick  Armey,  the 
House  majority  leader. 
Republican  leaders  will  be 
joined  by  more  than  20  out- 
side groups,  including  the 
National  Association  of  Man- 
ufacturers and  the  National 
Federation  of  Independent 
Business  - all  of  whom 
favour  a 10  per  cent  cut  in 
income  tax  rates. 

Judging  from  the  polls, 
however,  Mr  Armey  and  his 
colleagues  face  an  uphill  bat- 
tle. It  would  appear  that 
Americans,  far  from  being 
outraged,  maintain  a decid- 


edly sceptical  frame  of  mind 
when  it  comes  to  politicians' 
promises  of  lowering  taxes. 

Tax  cuts  languish  well 
behind  revamping  social 
security,  improving  educa- 
tion and  paying  off  the 
nation's  debt  on  citizens' 
lists  of  most-pressing  issues 
baring  tbe  nation. 

Republicans  plan  to  make 
the  case  that  they  favour 
any  and  all  kinds  of  tax 
relief,  whether  it  be  an 
across-the-board  cut  in  rates 
or  a targeted  approach  along 


cut  Republican,  with  a price- 
tag  of  about  $l00bn  over  five 
years.  It  includes  a proposal 
to  reduce  the  so-called  mar- 
riage penalty,  so  named 
because  it  results  in  married 
couples  paying  up  to  $1,400 
more  in  taxes  than  they 
would  if  they  filed  as  single 
people.  Also  included  are 
provisions  to  increase  the 
amount  of  money  senior  citi- 
zens could  earn  without  los- 
ing social  security  benefits, 
tax  credits  for  people  who 
gave  long-term  care  to  the 


Americans  maintain  a decidedly 
sceptical  frame  of  mind  when  it 
comes  to  promises  of  lowering  taxes 


the  lines  proposed  by  party 
moderates. 

The  proposed  10  per  cent 
rate  reduction  favoured  by 
Mr  Armey  and  other  leaders 
would  cost  an  estimated 
$360bn  over  five  years.  It  has 
come  under  fire  from  many 
within  the  party  (and  with- 
out) for  being  too  expensive 
and  for  reinforcing  the  view 
that  Republicans  are  the 
party  of  the  rich,  since  the 
lion's  share  of  a broad  rate 
cut  would  favour  the 
well-off. 

Gaining  momentum  is  a 
more  modest  package  of  tax 
relief  being  sponsored  by 
Nancy  Johnson,  a Connectl- 


disabled.  and  an  accelerated 
deductibility  of  health  insur- 
ance premiums  for  the 
self-employed. 

Republicans  point  to  mar- 
ginal tax  rates  that  have 
crept  up  from  a maximum  of 
28  per  cent  in  the  late  Rea- 
gan years  to  close  to  40  per 
cent  today. 

Federal  tax  revenues  this 
year  are  projected  to  con- 
sume 20.5  per  cent  of  the 
economy's  output,  the  high- 
est level  of  taxation  the  US 
has  experienced  since  1944. 
at  the  height  of  the  second 
world  war,  according  to  Dan- 
iel Mitchell  of  the  conserva- 
tive Heritage  Foundation. 


The  trouble  is  the  politics 
of  prosperity  are  also  at 
work,  suggesting  that 
although  gross  tax  revenues 
are  up  significantly,  so  are 
people's  incomes.  Treasury 
figures  show  the  combined 
income  and  payroll  tax  rates 
for  a median-income  family 
of  four  are  the  lowest  In 
more  than  20  years. 

“Tax  burdens  on  middle- 
income  families  are  lower 
than  they've  been  in 
decades,"  Lawrence  Sum- 
mers, deputy  Treasury  secre- 
tary. said  recently.  “Those 
who  are  . paying  more  taxes 
are  also  enjoying  much 
higher  after-tax  incomes." 

For  Republicans,  eager  to 
find  a winning  political 
issue,  it  is  a matter  of  far 
more  than  raw  statistics. 
Tax  cuts  are  historically  the 
glue  that  has  held  the  party 
together.  Party  elders  are  j 
insisting  that,  polls  aside.  1 
the  push  to  cut  taxes  must  , 
be  maintained. 

“Sad  to  say.  it  is  just  about 
the  only  issue  that  people 
uniformly  cite  as  a reason  to 
vote  Republican."  Senator 
Mitch  McConnell  wrote  in  a 
recent  memo  to  his  col- 
leagues. 

It  is  sad.  in  Mr  McCon- 
nell's view,  because  so  far 
Americans  generally  do  not 
share  the  party's  zeal,  at  a 
time  when  Republicans  are 
eager  to  repair  their  post- 
impeachment  image  with  the 
people. 


Trade 
partners 
troubled 
by  Cuba 

By  Pascal  Retcher  In  Havana 

ranaria  and  Spain.  Cuba’s 
leading  trade  and  invest- 
ment' partners,  have 
expressed  concern  about  a 
wave  of  detentions  of  Cuban 
anti-government  activists, 
apparently  timed  to  coincide 
with  the  trial  on  Monday  of 
four  opponents  of  the  gov- 
ernment. 

Lloyd  Axworthy.  Canadian 
foreign  minister,  who  advo- 
cates a constructive  engage- 
ment policy  towards  Cuba's 
one-party  communist  gov- 
ernment. said  the  reported 
crackdown  was  “not  accept- 
able". Spain's  foreign  minis- 
try said  it  was  concerned 
about  “these  latest  repres- 
sive actions". 

The  actions  have  been 
seen  as  tbe  latest  slap  in  the 
face  to  international  efforts 
to  coax  President  Fidel  Cas- 
tro into  making  democratic 
reforms. 

Estimates . from  diplomats 
and  dissidents  of  the  number 
of  activists  rounded  up  by 
Cuban  police  over  the  last 
few  days  range  from  45  to 
100.  Several  dozen  more  are 
believed  to  have  been 
ordered  to  stay  at  home. 

Diplomats  from  the  Euro- 
pean Union  also  expressed 
disappointment  at  what 
appeared  to  be  a deliberate 
show  of  force  by  the  Cuban 
authorities. 

“If  the  Cubans  really  want 
to  have  partners  in  the 
world.  like  Europe,  this  is 
not  tbe  way  to  go  about  it." 
one  European  ambassador  in 
Havana  said.  “But  the 
Cubans  know  that,"  he 
added. 

The  Cuban  leadership 
seemed  to  be  following  a cal- 
culated strategy  of  keeping  a 
tight  lid  on  internal  opposi- 
tion, while  trying  to  open  up 
and  widen  its  international 
relations. 

Monday's  trial  on  sedition 
charges  of  the  four  dissi- 
dents t Martha  Beatrix 
Roque,  Vladimiro  Roca, 
Rene  Gfimez  and  Felix 
Bonne  - ended  the  same 
day,  without  verdicts  being 
announced. 
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- BRITAIN 

-iP°M0TI011  Taiwan  .isaddiedand  china  remains  as  ministers  overhaul  scheme  to  focus  government  help 


Nine  Asian  nations  are  left  off  export  fist 

Ru  DUav  M— i_  • 


By  Peter  Marsh  bi  London 


Niro  Aslan  countries  are  to 
be  dropped  from  the  UK  gov- 
ernment’s priority  list  for 
export  promotion  while 
Taiwan  is  to  be  added  and 
India.  Japan  and  China 
remain. 

The  changes  will  be 
announced  in  London  tomor- 
row as  part  of  an  effort  to 
strengthen  the  government's 
business-friendly"  creden- 
tials. 

■Hie  initiative  aims  to  set 
up  a more  targeted  approach 
to  export  promotion,  which 


Off  the  priority  list 

Bwnia  The  Philippines 
Canboifia  Singapore 

l"d°iws&  Thailand 

. I-®06  Vietnam 

Malaysia 


is  built  around  helping  com- 
panies win  business  in  a nar- 
row list  of  "priority''  coun- 
tries. 

The  other  newcomers  to 
the  list  are  Canada.  Mexico, 
Poland.  Hungary  and  the 
Czech  Republic.  These,  with 
Taiwan,  together  accounted 
for  less  than  4 per  cent  of 


UK  merchandise  exports  last 
year. 

Opportunities  for  increas- 
ing exports  to  these  coun- 
tries are  thought  to  be  par- 
ticularly good. 

The  initiative  fits  in  with 
the  ideas  of  the  Export 
Forum  - a partnership 
between  ministers  and  pri- 
vate-sector groups  - which 
has  recommended  a greater 
focusing  of  the  government's 
export  promotion  budget  of 
£220m  1 5352m)  per  year. 

Ian  Campbell,  director- 
general  of  the  Institute  of 
Export,  a professional  body 


representing  big  exporters, 
welcomed  the  move. 

“I  have  no  difficulty  with 
the  south-east  Aslan  coun- 
tries being  left  off  the  list,” 
he  said. 

“It's  good  to  have  a flexi- 
ble approach  rather  than 
having  the  same  list  [of 
Countries  with  special  pro- 
motion efforts]  kept  the 
same  for  years.” 

Brian  Wilson,  the  trade 
minister,  told  the  Financial 
Times  he  wanted  to  encour- 
age a more  focused  effort  to 
help  exporters.  This  would 
be  based  on  aid  directed  to 


specific  groups  of  busi- 
nesses. 

He  was  “sceptical"  about 
the  value  of  trade  missions 
involving  big  groups  of  gov- 
ernment representatives  and 
businesspeople  going  to 
countries  to  talk  about  a 
wide  range  of  commercial 
deals. 

Britain's  export  promotion 
programme  is  organised 
jointly  by  the  Department  of 
Trade  and  Industry  and  the 
Foreign  Office,  which  share 
the  costs. 

The  export  community  has 
criticised  the  way  in  which 


these  two  bodies  cooperate 
and  a review  of  the  scheme 
by  Sir  Richard  Wilson,  the 
cabinet  secretary,  has  been 
handed  to  ministers-  It  is 
due  to  be  published  later 
this  month. 

It  is  thought  to  argue  for 
greater  efforts  to  target  the 

UK's  resources  on  trade  pro- 
motion, stopping  short  of 
suggestions  to  give  the  job  to 
a new  agency. 

The  existing  priority  list 
consists  of  Western  Europe, 
the  US.  Japan,  Turkey. 
South  Africa.  India,  China, 
Egypt  and  Brazil. 


Think-tank 
to  overhaul 
‘ethical’ 
foreign 
policy 


By  Andrew  Parker, 

Political  Correspondent 


A think-tank  set  up  by  Robin 
Cook,  the  foreign  secretary, 
will  attempt  to  quell  the 
embarrassment  surrounding 
his  commitment  to  an  “ethi- 
cal” foreign  policy. 

The  Foreign  Policy  Centre 
will  today  launch  its  mission 
statement  and  pledge  to 
•redefine  the  ethical  dimen- 
sion introduced  by  Mr  Cook 
after  the  national  elections 

in  1997. 

The  statement  argues  that 
the  UK’s  concept  of  the 
national  interest  in  foreign 
policy  has  been  too  narrowly 
drawn  and  is  rooted  in  the 
time  of  the  British  Empire. 

ft  says  new  ways  must  be 
found  of  deciding  what  Is 
right  and  wrong  *lf  the  old 
definition  of  the  national 
interest  is  too  narrow  a 
guide  to  policy,  so  is  an  ethi- 
cal foreign  policy  which  has 
been  shrunk  by  the  media  to 
cover  arms  exports  and  little 
else,”  the  statement  adds. 

Mark  Leonard,  the  centre's 
24-year-old  director,  believes 
foreign  policy  formulation 
must  be  subjected  to  the 
same  tests  as  domestic  pol- 
icy. That  involves  exposing 
it  to  public  consultation  to 
ensure  it  has  legftbnacy. 

Mr  "Leonardi  Has  VjdSf 
returned  from  Canada, 
where  the  foreign  minister 
from  the  ruling  liberal  party 
embarks  each  year  on  a 
roadshow  to  test  public  opin- 
ion. The  most  recent  tour 
was  to  discover  the  public’s 
views  an  what  Canada 
should  do  with  its  seat  on 
the  United  Nations  security 
council. 

The  London-based  centre 
is  likely  to  stir  controversy 
among  senior  Foreign  Office 
officials  because  it  argues 
that  policy  formulation 
should  no  longer  be  the 
exclusive  preserve  of  offi- 
cials. 

It  intends  to  produce  a 
report  on  “democratising 
diplomacy”  and  set  out  a 
long-term  strategy - 

The  government  is  not 
committed  to  implementing 
the  centre's  reports  but  they 
are  likely  to  be  influential 
with  ministers.  Tony  Blair, 
the  prime  minister,  has 
agreed  to  be  the  centre's 
patron;  Mr  Cook  is  president 

Mr  Leonard  gained  notori- 
ety as  the  originator  of  the 
phrase  “cool  Britannia”.  It 
was  his  report  for  Demos,  Mr 
Blair’s  favourite  think-tank, 
that  prompted  ministers  to 
seek  to  "rebrand"  Britain. 

“Our  job  is  not  to  give 
anyone  a kick  up  the  back- 
side," Mr  Leonard  said.  “The 
purpose  is  to  think  the 
thoughts  on  foreign  policy 
that  no  one  else  is  thinking 
and  come  up  with  practical 
suggestions." 

The  mission  statement 
adds:  “The  Foreign  Policy 
Centre  will  use  opinion 
polls,  focus  groups,  field- 
work and  the  internet  to 
contact  the  people  that  the 
foreign  policy  community 
doesn't  usually  reach." 


^Privatisation  brings,  growth 


Sif.T* 


gj*  A vanished  paradise 

From  the  Financial  Times, 
'-’4^  - Dec.  6 1895.  A meeting  was 

held  yesterday  to  protest 
against  the  habitual  unpunc- 
tuality  of.the  trains  on  the 
r-nnrinn,  Chatham  and  Dover 
Railway  Company's  services, 
and  to  urge  on  the  company 
a change  in  the  manage- 
ment1.' The  circular  from 
which  the  foregoing  is 
-quoted  further  stated  that  *a 
number  of  gentlemen  using 
the.  line  will  give  particulars 
of  their  unhappy  experi- 
ences’, but  in  this  the  men 
responsible  for  the  state- 
ment were  grievously  mis- 
taken, for  of  the  dozen  or  so 
speakms  at  the  meeting  not 
a third  offered  any  experi- 
ence worth  relating 


Privatised  train  misery  terminates  here,  says  Blair 


The  prime  minister  has  pledged  to  improve  a 
system  that  is  widely  seen  as  providing  a 
poor  service.  Deborah  Hargreaves  reports 


Late,  dirty,  overcrowded. 
Passengers  have  deliv- 
ered a harsh  verdict  on 
Britain's  privatised  train  ser- 
vices and  most  believe  the 
system's  notoriously  bad 
performance  is  becoming 
worse. 

The  government  agrees. 
Tbny  Blair,  the  prime  minis- 
ter, said  last  week  that  reha- 
bilitation of  the  railways 
was  one  of  his  highest  priori- 
ties. But  ministers  say  it 
could  take  10  years  to  get 
them  back  on  track. 

Mr  Blair's  government  is 
committed  to  an  integrated' 
transport  policy  enticing 
travellers  out  of  cars  and  on 
to  trains  and  buses.  But  it 
inherited  a network  - sold 
off  by  the  Conservatives 
before  they  were  ousted 
from  power  two  years  ago  - 
that  was  subject  to  growing 
consumer  dissatisfaction. 

“Part  of  the  problem  with 
the  railways  is  that  the 
growth  in  the  number  of  pas- 
sengers is  greater  than  was 
expected.  Privatisation  was 
structured  for  a declining 
railway,  but  it's  booming." 
said  James  Abbott,  editor  of 
Modem  Railways. 

When  Labour  came  to 
power  it  quickly  backed 
down  on  a commitment  to 
buy  back  the  network,  which 
it  made  in  opposition. 


because  it  would  be  so 
expensive. 

Rail  track,  the  owner  and 
operator  of  Britain's  10,270 
miles  of  track,  was  sold  in 
1996  as  one  of  tbe  last  grand 
policy  acts  of  John  Major's 
Conservative  government. 
Tbe  company’s  share  price 
has  quadrupled  since  then.  It 
makes  its  money  by  charg- 
ing train  operators  for  run- 
ning trains  on  its  track. 

Tbe  government  has  more 
influence  over  the  25  train 
operating  companies  since 
most  depend  on  subsidies. 
'The- previous  government 
negotiated  with  a number  of 
companies  to  take  over  fran- 
chises for  the  running  of  cer- 
tain lines.  In  general,  the 
bidder  for  the  lowest  level  of 
subsidy  was  awarded  the 
franchise. 

These  companies  often 
have  experience  of  other 
areas  of  the  transport  indus- 
try, such  as  buses  or  air- 
lines. Richard  Branson’s  Vir- 
gin group  runs  two  routes, 
as  does  Conn  ex,  which  is 
owned  by  Vivendi,  the 
French  water  company.  Sea 
Containers,  headed  by  Jim 
Sherwood,  runs  the  main 
line  from  London  to 
north-east  England. 

The  previous  government 
imposed  a number  of  restric- 
tions and  commitments  on 


the  companies  to  satisfy  con- 
sumer concerns  about  priva- 
tisation. For  example,  many 
fares  are  regulated  and  the 
operators  cannot  use  higher 
prices  to  choke  off  demand, 
as  happened  under  state- 
ownership. 

Most  franchises  last  for 
seven  years  but  companies 
have  complained  that  this 
discourages  them  from 
Investing  in  improvements. 
Many  trains  on  busy  com- 
muter routes  into  London 
date  from  the  1950’s  and 
1960’s.  Mr  Branson  and  Con- 
ner have  negotiated  15-year 
deals  to  give  them  time  to 
invest  in  new  trains. 

The  subsidies  on  most 
lines  decrease  over  the  life  of 
the  operator’s  contract.  More 
profitable  companies  pay  a 
premium  to  the  government, 
the  size  of  which  was  deter- 
mined in  the  bidding  pro- 
cess. Figures  from  the  rail 
regulator  show  the  average 
subsidy  paid  by  the  taxpayer 
is  8.4  pence  a mile.  Two 
groups  - the  operator  of  the 
Gatwick  Express,  the  fast 
link  between  London  and 
Gatwick  airport,  and 
Thameslink,  which  operates 
routes  from  the  English 
south  coast  through  London 
to  the  midlands  - pay  a pre- 
mium. 

The  train  operators  say 
Railtrack  does  not  have 
enough  incentive  to  invest 
in  track  and  signalling 
improvements,  but  the  oper- 
ators are  penalised  when 


Rail  group  offers 
‘cars-on-trains’ 


Great  North  Eastern  Railway 
is  to  become  the  first  tram 
operating  company  to 
relaunch  a cars-on-trains 
motorail  service  when  it 
begins  a service  between 
London  and  Scotland's 
biggest  cities  at  the  end  of 
this  month,  Charles 
Batchelor  writes.  GNER 
has  announced  a special 
£99  ($158)  first-class  return 
fare  between  London  and 
the  three  Scottish 
destinations  for  Motorail 
users.  Passengers  will  also 
pay  £360  return  for  their 
vehicles  to  be  carried  to 
Glasgow  and  Edinburgh  and 
£395  to  Inverness.  The 
GNER  service  will  be 
operated  jointly  with 
Motorail,  a company  set  up 
by  Graham  Steele,  a 
businessman. 


proposals  for  tougher  perfor- 
mance standards  and  the 
renegotiation  of  train  compa- 
nies’ franchises.  The  groups 
will  be  expected  to  report  on 
progress. 

Ministers  have  heavily 
criticised  Railtrack  for  being 
more  concerned  with  keep- 
ing its  shareholders  happy 

than  spending  on  upgrading 
the  system.  The  company 
says  its  plans  to  spend  £17bn 
($27bn)  over  the  next  10 
years  is  the  biggest  infra- 
structure programme  of  any 
UK  company,  but  still  less 
than  the  £37bn  required  if 
forecasts  of  traffic  growth 
are  to  be  met.  The  train 
operators  and  Railtrack  are 
partly  picking  up  the  tab  for 
years  of  under-investment 
by  successive  governments 
during  stateownership. 


trains  run  late  because  of 
poor  infrastructure. 

The  franchise  director 
found  last  year  that  punctu- 
ality was  worsening  on  45  of 
the  77  routes.  It  unproved  on 
29  and  three  were 
unchanged  from  the  previ- 
ous year. 

At  last  week’s  rail  “sum- 
mit”, which  brought 
together  operators  and  con- 
sumer groups,  the  govern- 
ment unveiled  a series  of 


The  government's  new 
strategic  rail  authority 
from  April  I will  help 
plan  integrated  initiatives 
across  the  network.  It  has 
appointed  Sir  Alastair  Mor- 
ton, former  chairman  of 
Eurotunnel,  which  built  the 
channel  tunnel  between 
France  and  England,  to  head 
the  body.  Sir  Alastair  said 
the  authority's  mission  is  to 
make  privatisation  work. 

"Delivering  on  our  prom- 
ises on  transport  is  as  impor- 
tant to  the  government  as 
delivering  on  its  promises  in 
all  our  key  areas  like  health 
and  education,”  Mr  Blair 
told  the  rail  summit. 


PRIVATISATION  OFFICIALS  BLAME  LACK  OF  POLITICAL  WILL  FOR  INACTION  ON  CONTENTIOUS  PUNS 


Air  traffic  service  sell-off  may  be  delayed 


By  George  Parker 
and  bBchaei  Skapbiker 


Airports  freed  from  borrowing  ban 


Tbe  government  is  consid- 
ering delaying  contentious 
plans  to  privatise  the 
National  Air  Traffic  Service 
until  after  the  next  national 
elections. 

John  Prescott,  deputy 
prime  minister  and  chief 
transport  minister,  has 
never  been  an  enthusiast  for 
i proposal.  He  has  decided 
has  more  pressing  legisla- 
tive plans,  including  the  cre- 
ation of  ■ a strategic  rail 
authority. 

Officials  in  Mr  Prescott's 
department  say  Gordon 
Brown,  chancellor  of  the 
exchequer,  is  no  longer 


The  government  yesterday 
freed  four  of  the  UK's  nine 
airports  controlled  by 
municipal  authorities  from 
local  borrowing  controls, 
allowing  them  to  raise 
private  finance  for 
expansion,  writes  Michael 
Ska  pinker.  The  four  airports 


are  Manchester,  the  fourth 
busiest  in  the  UK,  Newcastle 
upon  Tyne  and 
Leeds- Bradford,  all  of  which 
are  in  northern  England,  and 
Norwich  in  the  east  They  all 
satisfied  the  government 
that  they  were  financially 
sound. 


insisting  the  sale  be  pushed 
through  at  the  earliest 
opportunity.  Although  legal 

and  financial  preparations 
are  continuing,  officials  say 
the  idea  is  likely  to  be 
dropped  because  of  a lack  of 
political  wilL 


John  Reid,  a transport 
minister  in  Mr  Prescott's 
ministry,  has  argued  for 
early  legislation  to  allow  the 
government  to  complete  the 
privatisation  when  the  mar- 
ket conditions  were  right. 
The  Treasury  had  originally 


insisted  on  the  sale,  as  a 
quid  pro  quo  for  Mr  Prescott 
receiving  Treasury  backing 
for  schemes  such  as  traffic 
congestion  charges  and  the 
rescue  scheme  for  tbe  Chan- 
nel tunnel  rail  link. 

But  senior  officials  in  Mr 
Prescott's  department  say 
pressure  from  the  Treasury 
has  eased,  not  least  because 
of  uncertainty  about 
whether  the  sale  can  proceed 
until  the  £475m  control  cen- 
tre at  Swan  wick  Is  open. 

The  centre,  which  was 
designed  to  be  the  world's 
most  advanced,  was  due  to 
open  in  1996,  but  is  not  now 
expected  to  begin  operating 
before  2002  because  of 
chronic  software  problems. 


Industry  executives  confirm 
Mr  Reid  is  keen  to  go  ahead 
with  Nats  privatisation 
before  tbe  next  election,  but 
sense  no  such  enthusiasm 
from  Mr  Prescott 

The  British  Air  Transport 
Association,  which  repre- 
sents UK  airlines,  last  month 
told  the  government  the  sale 
should  be  delayed  until  the 
problems  at  Swan  wick  are 
resolved.  It  said:  “The  con- 
tinuing delay  to  Swan  wick 
must  result  In  a less  than 
optimum  value  for  Nats.” 

Bata  said  plans  to  use  the 
previous  Conservative  gov- 
ernment's private  finance 
initiative  to  fund  a new  Scot- 
tish control  centre  could  also 
deter  private  investors- 


NEWS  DIGEST 


SHARE  PURCHASES 


Fund  launched  to  invest 


according  to  Islamic  law 


A London  investment  house  yesterday  teamed  up  with 
Islamic  scholars  and  a stockbroker  to  launch  London's 
first  religious  Investment  fund.  The  Al  Safa  fund,  named 
after  a mountain  on  the  road  to  Mecca,  will  Invest  in 
shares  in  approved  companies.  It  will  be  the  only  London 
fund  not  to  earn  interest  on  the  cash  it  holds  - a practice 
forbidden  by  Islamic  law,  or  Sharia.  It  will  be  overseen  by 
a board  of  four  Islamic  scholars  - one  at  a Cairo  univer- 
sity, one  in  Canada  and  two  In  the  UK  - who  must 
approve  every  investment  before  shares  are  bought. 

"You  can  buy  armaments,  but  you  can't  buy  pork  and 
you  can't  buy  anything  that  smacks  of  interest,  so  banks 
are  out*  said  Brian  Tora  at  Greig  Middleton,  the  stockbro- 
ker picked  as  investment  adviser.  “That  is  something  of  a 
problem  ffor  investment  performance]  because  banks  are 
such  a big  sector."  Companies  with  excessive  gearing  or 
with  big  cash  piles  earning  interest  will  also  be  excluded, 
and  derivatives  - seen  as  a form  of  gambling  - are  ban- 
ned. Al  Safa  was  put  together  by  Crty  Financial  Managers, 
an  investment  house,  after  it  was  approached  by  a Mos- 
lem financial  adviser  frustrated  at  the  lack  of  investment 
opportunities  for  Moslems.  Almost  £3m  was  raised  for  the 
fund.  James  Mackintosh,  London 


NORTHERN  IRELAND  TRIAL 


Alleged  IRA  sniper  named 


A man  was  named  In  a Northern  Ireland  court  yesterday  as 
the  Irish  Republican  Army  sniper  who  shot  dead  Lance 
Bombardier  Stephen  Restorick,  the  last  British  soldier 
killed  in  Northern  Ireland.  He  was  shot  from  a long  dis- 
tance while  talking  to  a woman  driver  at  a checkpoint  near 
the  border  with  the  Republic  of  Ireland  in  1997.  Bernard 
Michael  McGinn,  41,  who  is  on  trial  for  the  murder,  alleg- 
edly told  police  he  was  the  back-up  man  and  accused 
Michael  Coim  Caraher,  31,  his  co-accused,  of  being  the 
gunman.  A prosecutor  said  Mr  McGinn  had  admitted  mak- 
ing the  bombs  used  in  the  IRA  attacks  on  London’s 
Canary  Wharf  in  1996  and  the  Baltic  Exchange  In  London 
in  1992.  He  added  that  Mr  McGinn  had  admitted  joining 
the  IRA  at  15  and  shooting  dead  a former  soldier  three 
years  later.  Defence  lawyers  said  confessions  allegedly 
made  should  be  given  “absolutely  no  weight"  as  they  were 
taken  in  a “totally  unorthodox  manner”. 


SCOTTISH  LAND  REFORM 


Ministers  aid  ‘people’  purchase 


Government  bodies  are  contributing  £125,000  ($200,000) 
towards  the  community  purchase  of  the  Knoydart  estate,  a 
spectacular  property  in  the  west  Highlands  of  Scotland. 
The  7,000  ha  estate,  which  has  been  a source  of  contro- 
versy for  15  years,  is  being  bought  from  receivers  for 
£750,000.  The  government  said  yesterday  that  rts  aid  was 
an  example  of  its  land  reform  policy,  which  is  aimed  at 
assisting  community  purchases  of  private  estates. 

The  estate  was  put  on  the  market  last  autumn  by  PWC 
after  Bank  of  Scotland,  believed  to  be  owed  £1.6m,  put  it 
into  receivership.  Its  previous  owners  were  Stephen  Hinch- 
cliffe  and  Christopher  Harrison,  who  had  been  involved 
with  Facia,  a retail  company  which  collapsed  in  1996.  Lord 
Sewel.  the  Scottish  environment  minister,  said:  “The  Knoy- 
dart estate  and  those  who  live  there  have  in  the  past  had 
to  endure  ownership  arrangements  of  the  worst  sort" 
James  Buxton,  Edinburgh 


GENETICALLY  MODIFIED  FOOD 


Lobby  group  attacks  labelling 
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The  rules  on  labelling  genet- 
ically modified  foods  are 
confusing  and  full  of  loop- 
holes that  allow  manufactur- 
ers legally  to  avoid  listing 
GM  ingredients,  the  Con- 
sumers’ Association  said 
yesterday.  The  association 
urged  the  government  to 
lead  a Europe-wide  overhaul 
of  the  regulations  and 
“introduce  a system  of 
accurate,  meaningful  and 
consistent  labelling  on  all 
products  that  contain  GM 
ingredients  and  their  deriva- 
tives". Researchers  for  the 
association's  Which?  maga- 
zine investigated  32  prod- 
ucts. They  found  eight  were 
made  from  guaranteed 


non-GM  sources  but  24  contained  ingredients  likely  to 
include  GM  soya  and/or  maize;  none  was  labelled  as  con- 
taining GM  ingredients.  The  main  problem  concerns  soya, 
which  provides  ingredients  for  about  60  per  cent  of  pro- 
cessed foods.  Almost  half  last  year's  soya  crop  in  the  US 
was  genetically  modified  (to  resist  herbicide);  Brazil  and 
Argentina,  the  other  main  growers  of  soya  beans,  are  also 
moving  to  GM  varieties.  Because  GM  and  non-GM  beans 
are  not  segregated  by  most  exporters,  the  genetically 
modified  crop  is  finding  its  way  into  many  processed 
foods  in  Europe.  Clive  Cookson,  London 


PRINCE  CHARLES 


Inquiry  launched  into  beef 


An  inquiry  was  launched  yesterday  after  Prince  Charles 
and  Alun  Michael,  chief  minister  for  Wales,  were  both 
served  banned  beef  on  the  bone  at  an  event  to  promote 
Welsh  meat.  Both  ate  toe  beef  rn  public,  with  the  Prince 
declaring  it  “absolutely  delicious".  The  provision  of  beef  on 
the  bone  remains  the  subject  of  a government  ban  follow- 
ing the  BSE  - “mad  cow"  disease  - scare.  Event  organis- 
ers said  serving  the  beef  was  legal  because  it  was  a gift. 


New  genre  takes  book  trade  by  storm 


Alice  Rawstfiorn  analyses  the  trend  for 
‘narrative  non-fiction’  and  asks  whether 
It  will  be  sustainable  if  supply  expands 


When  a little-fcoown  US 
author  was  selling  the  UK 
rights  to  her  history  of  the 
chronometer's  Invention,  she 
received  13  rejections  before 
clinching  a deal  with  Fourth 
Estate,  an  independent  pub- 
lisher. 

Since  tbe  first  edition 
came  out  in  August  1996,. 
Dava  Sobers  Longitude  has 
sold  more  than  630.000  copies 
In  the  UK  alone.  Fourth 
Estate  and.ita  rivals,  includ- 
ing some  that  originally 
rebuffed  Longitude,  have 


since  rushed  out  books  ana- 
lysing similarly  esoteric  sub- 
jects in  . a scholarly,  but 
romantic,  style. 

Several  of  them  have 
become  best-sellers:  notably 
Fermat's  Last  Theorem  by 
Simon  Singh,'  the  story'  of 
the  struggle  to  solve  a seven- 
teenth century  mathematical 
frazzle;  Janet  Gleeson's  The 
Arcanum,  about  the  inven- 
tion of  porcelain;  and  the  lat- 
est success,  Anna  1 3 

history  of  the  . tulip.  The 
Tulip. 


The  book  trade  has  coined 
a name  for  the  popular  new 
genre  - narrative  non-fiction 
- and  more  titles  In  the 
Longitude  mould  will  be  pub- 
lished this  spring',  including 
at  least  two  tulip  books. 

Narrative  non-fiction 
books  can  encompass  every- 
thing from  botanical  history 
to  mathematical  formulae 
hut  they  share  soma  charac- 
teristics. Their  themes  tend 
to  be.  historical,  though  the 
reader  gains  information 
about  the  era.  by  tracing  the 
progress  of  an  arcane  object 
or  phenomenon,  rather  than 
an.  historic  figure  or  develop- 
ment 

The  trend  for  popular  sci- 


ence books  has  undoubtedly 
contributed  to  the  success  of 
scientifically-oriented  titles. 
However,  Nigel  Newton, 
managing  director  of 
Bloomsbury,  publisher  of 
The  Tulip , suspects  the 
genre  is  also  a variation  on 
old-fiashioned  biographies. 
“The  British  have  always 
been  obsessed  by  biogra- 
phy," he  says.  “Perhaps  our 
interest  in  people,  tbe  great 
figures  who  shaped,  history, 
is  now  transferring  into  an 
■ .Interest  in  things." 

Other  distinguishing  fea- 
tures of  narrative  non-fiction 
are  that  tbe  books  often  lend 
themselves  to  lavishly  illus- 
trated editions  sold  at  pre- 


mium prices  - such  as  £25 
($40)  for  the  illustrated  Lon- 
gitude, against  £12  for  the 
hardback  and  £5.99  for  the 
paperback  - and  they  are 
usually  fairly  short 

*T  do  wonder  whether  the 
demand  for  these  compact 
exquisitely-written  books  is 
partly  due  to  people  having 
shorter  attention  spans  in  an 
overloaded  culture,”  says 
Derek  John,  a director  of  AP 
Watt,  the  literary  agency. 

Whatever  the  reasons  for 
their  appeal,  narrative  non- 
fiction titles  are  still  hitting 
the  best-seller  lists. 
Although,  inevitably,  some 
have  not  sold  as  well  as  their 
publishers  hoped,  notably 


TfcTULIP  5 


Anna  Pavord 


New  leaf;  narrative  non-fiction  encompasses  everything  from  botany  to  maths 


Sinead  Lynch 


Michael  Allin's  critically- 
praised  Zarafti,  the  story  of  a 
giraffe’s  journey  from  the 
African  plains  to  early  19th 
century  Paris. 

There  are  fears  of  further 
disappointments  if  the  mar- 
ket becomes  flooded  by  tbe 


plethora  of  quasi -scholarly 
books  due  out  this  spring. 

“The  reason  why  The 
Tulip  is  successful  is 
because  it  isn't  a Longitude 
me-too,  but  a wonderful 
work  of  scholarship,”  says 
Mr  Newton,  “But  if  too 


many  me-toos  come  out, 
we’ll  end  up  with  a repeti- 
tion of  the  Penguin  60s 
Series. 

“Someone  comes  up  with  a 
great  idea,  but  the  rest  of  the 
industry  rushes  in  and  Mils 
it." 
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IN  SAN  FRANCISCO 
EAGLE  EYE 


E-business  begins 
to  lose  its  gloss 


They  may  have  made  a strong  start,  but 
all  the  signs  are  that  the  new  cyber 
brands  face  stem  commercial  challenges 


INFORMATION  TECHNOLOGY  EXPRESS  FREIGHT 


T steps  up  web  delivery 

3ri/«n  finrln  . — I.  . i j ... 


Christopher  Price  finds  the  company  ready  to  launch  a revolutionary  internet  service 
that  will  enable  customers  to  track  orders  from  beginning  to  end 


europe.com 


Sending  a parcel  Ls  about  to 
get  easier.  From  next  week, 
customers  of  TNT.  the 
Netberl.iuds-based  express 
delivery  company,  will  be 
able  to  nrder.  send  and  moni- 
tor the  progress  or  packages 
through  the  carrier’s  web 
site. 

A year  in  development,  the 
initiative  will  eventually 
transform  the  way  the  group 
conducts  its  business,  inter- 
acts with  customers  and  con- 
trols costs  and  revenues. 

TNT  is  Europe's  biggest 
freight  and  logistics  com- 
pany. distributing  more  than 
2m  express  consignments  a 
week  worldwide. 

Part-owned  by  the  Dutch 
government,  it  has  a net- 
work of  17.000  vehicles.  38 
aircraft.  55  gateways  and 
1.000  depots.  Its  parent.  TNT 
Post  Group,  was  the  world's 
first  listed  mail  service  com- 
pany when  it  joined  the 
Amsterdam  market  in  June. 

The  new  Quickshipper 
internet  sendee  will  enable 
TNT  customers  to  arrange 
the  collection  of  consign- 
ments directly  through  the 
TNT  web  site.  After  placing 
their  order,  customers  can 
then  use  the  site  to  follow'  its 
progress  to  delivery. 

Quicker  order  processing 
also  means  faster  deliveries 


- TNT  is  thus  expecting  the 
service  to  be  well  received 
by  its  regular  customers. 

“This  will  allow  us  to  push 
orders  through  more  effi- 
ciently and  therefore  get  the 
deliveries  to  their  destina- 
tions more  quickly."  says 
Louis  du  Pre.  TNTs  director 
of  marketing  and  sales 
systems  developments. 

The  target  for  the  com- 
pany is  the  large  proportion 
of  its  customers  who  already 
conduct  their  business  elec- 


its  organisation  by  the  end 
of  the  decade.  Computer  doc- 
umentation for  ordering  was 
introduced  at  the  same  time 
that  an  EDI  - or  electronic 
data  interchange  - system 
began  to  link  TNT  with 
its  biggest  customers  and 
suppliers. 

The  internet  “was  a natu- 
ral progression  for  us."  says 
Mr  du  Pre.  “It  was  some- 
thing we  were  closely  devel- 
oping from  the  start  and 
keen  to  make  use  of.' 


ironically.  This  is  highest  in  to  debate 
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the  Netherlands,  where  70 
per  cent  of  consignments  are 
processed  electronically.  In 
the  UK,  the  figure  drops  to 
55  per  cent  and  In  Germany 
to  50  per  cent. 

Most  of  these  use  TNT 
software  on  their  desktop 
computers  to  process  their 
orders.  It  holds  out  the  pros-  Web  Site* 
pect  of  placing  an  order  with  cent 


‘The  service  can 
be  incorporated 
into  the 

customer's  own 


internet-enabled  wireless 
devices.  “Quickshipper  will 
ultimately  free  customers 
from  their  PCs.”  says 
Mr  du  Pre. 

Quickshipper  is  the  culmi- 
nation of  several  years  of 
heavy  investment  in  technol- 
ogy by  TNT. 

The  development  of  the 
group's  technology  strategy 
has  been  driven  partly  by 
the  company  - keen  to 
promote  efficiency  - and 
partly  by  customers,  who 
want  faster  deliveries. 

From  an  almost  wholly 
manual  system  in  the  1980s. 
TNT  began  to  computerise 


shipment  records  through  a 
single  database.  It  also 
receives  2S0, OOG  hits  a month 
and  accounts  for  about  15 
per  cent  of  TNTs  "track  and 
trace"  enquiries. 

Mr  du  Pre  believes  Web 
Tracker's  accessibility  - 24 
hours  a day.  seven  days  a 
week  - is  an  important  fac- 
tor promoting  customer  loy- 
alty. 

TNT  senior  management 
from  different  regions  and 
divisions  meet  twice  a year 
their  IT  require- 
ments. Customer  feedback  is 
particularly  valued. 

A development  arising 
from  this  has  been  the  Web 
Collection  facility,  which 
allows  customers  to  request 
a collection  via  the  internet. 

Mr  du  Pre  says  the  initia- 
tive has  been  “highly  suc- 
cessful". Already  some  3 per 
of  orders  are  placed 


TNT  established  its  first 
web  site  in  1996.  The  Price 
Checker  part  of  the  site  was 
a view-only  product  that 
allowed  customers  to  look  at 
TNT’s  delivery  rates  and 
schedule.  A second  facility, 
Web  Tracker,  enabled  cus- 
tomers to  track  shipments. 

These  initiatives  were 
backed  by  Global  Link, 
TNT’s  communications  sys- 
tem. one  of  the  largest  corpo- 
rate networks  in  the  world. 

Web  Tracker's  accessibil- 
ity and  Global  Link's  capac- 
ity have  meant  that  TNT  can 
handle  more  than  5m  online 


through  Web  Collection. 

“Our  objective  is  to  move 
all  the  traditional  customer 
services  to  web-based  func- 
tions." he  says.  Within  three 
years,  he  forecasts,  about  a 
third  of  all  TNT  business 
will  be  via  the  internet. 

His  confidence  is  based  on 
the  web-based  developments 
coming  through  TNT. 

For  example,  in  addition  to 
Quickshipper,  the  group  is 
introducing  its  Customised 
Services  Environment, 
which  greatly  enhances 
same  of  its  existing  web  ser- 
vices. CSE  has  four  compo- 
nents: versions  of  travel 


information,  ordering,  track- 
ing and  pricing,  all  of  which 
can  be  tailored  to  the  cus- 
tomer's requirements. 

For  example,  both  regular 
and  large  customers  can 
benefit  from  tariff  discounts, 
and  these  will  appear  in  tbe 
Myprice  part  of  the  CSE. 

But  this  applies  only  for 
individual  customers. 
Another  element  of  the  ini- 
tiative is  the  use  of  pass- 
words to  ensure  greater 
security  and  confidentiality. 

The  service  can  also  be 
incorporated  into  the  cus- 
tomer's own  web  site  via  an 
icon  giving  direct  access  to 
the  TNT  system.  ___ 

“It  aims  to  make  commu- 
nications between  company 
and  customers  as  seamless 
as  possible,"  says  Mr  du  Pre. 

CSE  has  numerous  bene- 
fits for  TNT.  It  has  low  mar- 
ginal costs,  promotes  cus- 
tomer loyalty,  lowers  costs 
and  shortens  the  processing 
time  and  thus  aids  the  deliv- 
ery schedule.  It  is  also  an 
example  of  how  the  internet 
is  shaping  corporate  think- 
ing. 

“Tbe  internet  is  making  us 
more  proactive,"  says  Mr  du 
Pre.  “The  battleground  for 
the  future  of  the  express 
freight  and  logistics  industry 
relies  on  a company's  ability 
to  gain  a competitive  edge  in 
technology.” 

This  series  on  European  com- 
panies’ internet  strategy 
resumes  in  a fortnight 
because  of  the  FT’s  extended 
UK  Budget  coverage  on 
March  1G 


We  have  finally  entered  the 
“post-internet  euphoria"  era. 
It  is  time  to  stop  applauding 
companies  simply  for 
creating  “dot  corns”  and 
start  asking  how  well  they 
“do  corns",  or  commerce, 
online. 

Forget  those  breathless 
stories  about  how  amazing  it 
is  to  be  able  to  buy  this  or 
that  product  straight  from 
your  desktop  - there  are 
serious  questions  about 
“e-business"  and  in 
particular  some  of  tbe 
biggest  names  in  the  field. 

Nobody  is  suggesting  that 
electronic  commerce  will  not 
continue  to  grow  rapidly  and 
have  profound  effects  on 
many  industries,  as  well  as 
on  consumer  behaviour.  But 
there  are  sobering  signs  that 
the  new  cyber  brands  face 
challenges  every  bit  as 
complex  as  their 
bricks-and-mortar 
counterparts. 

This  is  not  just  another 
backlash  against  internet 
hype  - although  that  might 
not  be  such  a bad  thing.  For 
the  first  time  in  their  short 
lives,  internet  companies 
face  tough  issues. 

For  a start  the  average 
cost  of  those  ubiquitous 
“banner  adverts"  on  web 
sites  is  declining,  according 
to  market  researchers.  And 
fewer  than  1 per  cent  of  web 
users  click  on  the  adverts  to 
get  more  information. 

That  is  very  bad  news  for 
a lot  of  web  publishers  who 
have  based  their  business 
plans  on  rising  advertising 
revenues.  The  problem  is  not 
a decline  in  demand  from 
advertisers  for  more 
exposure  on  the  web.  Rather, 
it  is  the  almost  limitless 
supply  of  “space"  on  web 
pages. 

Targeted  advertising, 
linked  to  “content"  that 
appeals.to  certain  interest 
groups  or  high-spending 
segments  of  society,  is 
selling  at  a premium,  but  in 
general  the  rates  that  web 
sites  can  charge  their 
commercial  sponsors  is 
falling. 

The  alternative  to  more 
adverts  is  subscription 
charges.  Yet  the  recent 
decision  by  Slate,  the 
high-brow  "e-zine"  published 
by  Microsoft,  to  do  away 
with  subscription  charges  is 
another  warning  sign. 

Internet  users  do  not  expect 
to  have  to  pay  to  read  online 
publications,  it  seems,  no 
matter  how  worthy  their 
content 


glean  a large  proportion  of 
their  revenues  from 
advertising.  “Not  a 
problem."  the  internet  bulls 
tell  us.  Transaction  fees 
from  the  e-commerce  links 
on  portal  web  sites  are 
rising.  But  these  were 
supposed  to  be  incremental 
revenues  that  would  help 
the  portals  return  profits:  a 
novel  idea  for  most  of  them. 

One  exception  to  the  rule 
of  profitless  growth  on  the 
internet  is  Yahoo!,  which 
trails  only  America  Online 
as  the  second-busiest  portal 
on  the  web.  But  Yahoo's 
financial  report  reveals  that 
more  than  one  third  of 
pre-tax  income  for  1998  came 
from  investments,  rather 
than  operating  profits. 

There  ls  nothing  wrong 
with  investment  income,  of 
course,  just  so  long  as 
nobody  thinks  Yahoo  ls 
making  all  its  money  on  the 
internet. 


As  the  neighbourhood 
becomes  tainted  by  an  influx 
of  seedy  operators,  other 
online  merchants  are  ’ 
suffering  by  association.  The 
problem  is  that  they  have  no 
city  council  or  other  body  to 
appeal  to. 


The  decline  In  banner  prices 
may  also  spell  trouble  for 
the  big  name  "portals"  that 


Then  there  is  eBay,  one  of 
the  latest  wonders  of  the 
internet  stock  boom.  The 
auction  web  site's  share 
price  has  defied  gravity, 
rising  almost  sevenfold  since 
its  initial  public  offering  in 
September. 

Yet  eBay’s  magic  may  be 
wearing  off  as  questions  are 
raised  about  alleged  sales  of 
illegal  items  on  its  web  site. 
Late  last  week  the  company 
acknowledged  it  was 
"co-operating"  with  a federal 
investigation  of  “possible 
illegal”  transactions  on  its 
web  site.  Worse,  perhaps: 
“The  company  has  been 
informed  that  the  inquiry 
includes  an  examination  of 
the  company's  practices  with 
respect  to  such 
transactions,"  eBay  said. 

That  came  on  the  heels  of 
Microsoft's  efforts  to  bait 
sales  of  counterfeit  software 
on  eBay:  the  recent  decision 
by  the  auction  site  to  end 
the  sale  of  guns  and 
ammunition;  and  reports  of 
growing  fraud  on  auction 
web  sites. 

Should  web  site  operators 
be  forced  to  take 
responsibility  for  the 
activities  of  their  users? 

That  may  ultimately  have  to 
be  resolved  by  the  courts, 
but  in  the  meantime  it  is 
casting  a shadow  over  the 
entire  field  of 
“person-to-person”  web 
auctions.  As  reports 
circulate  of  widespread 
internet  “black  market" 
dealing  in  everything  from 
weapons  to  drugs, 
prescription  medicines  and 
Cuban  cigars.  US  authorities 
are  focusing  increased 
attention  on  the  internet 


I hesitate  even  to  mention 
Linux  in  this  column  again 
after  being  roundly 
chastised  for  suggesting,  a 
month  ago,  that  this  might 
not  be  the  operating  system, 
for  all  of  us. 

With  one  large  computer, 
or  software,  company  after 
another  declaring  its 
"support"  for  Linux,  1 was 
beginning  to  feel  out  on  a 
limb.  Indeed,  I will  retreat  to 
the  point  of  acknowledging 
that  Linux  will  become  a 
serious  alternative  for 
corporate  network  servers  - 
although  not  for  the  desktop 
any  time  soon.  Still,  i cannot 
resist  the  temptation  to 
report  the  explanation  of  one 
of  these  big  computer 
companies  for  its  decision  to 
offer  broad  support  for 
Linux. 

The  official  line  was  that 
customers  were  demanding 
Linux.  On  closer 
questioning,  it  transpired 
that  most  of  these 
“customers"  were  not  big 
corporate  buyers.  Rather, 
this  computer  company  was 
responding  to  the  growing 
momentum  among  “techies" 
and  university  computer 
users,  who  were  Linux 
enthusiasts.  These  were  not 
“money-making"  customers, 
the  computer  executive 
admitted. 

So  why  bother  to  port 
software  to  Linux?  It  was 
not  a matter  of  investing 
new  resources,  the  computer 
executive  finally 
acknowledged.  “Our  people 
were  porting  software  to 
Linux  in  their  own  time,  at 
night  and  weekends;”  So  the 
decision  was  whether  to 
ignore  this  enthusiasm  or 
ship  products.-  . . 

Much  of  the  “open 
freeware"  effort  to  debug 
and  Improve  Linux,  turning 
it  into  a robust  operating 
system  for  network  servers, 
has  been  performed  by 
individuals. 

As  commercial  computer 
and  software  companies 
jump  on  to  Linux,  the 
question  is  whether  the 
grounds  well  of  support  from 
software  specialists  will  last. 
Without  it,  Linux  is  just 
another  of  the  several 
varieties  of  Unix,  the 
widely-used  workhorse 
operating  system. 


Share  your  views  in  the 
Eagle  Eye  discussion  group 
on  the  FT  web  site 
(www.FT.com)  or  contact 
Louise  Kehoe  by  e-mail  on 
Ikehooa  ir.  netcom . com 


So  we're  looking  to  the  sun 
for  practical  solutions. 


Why  are  the  best  and  brightest  ideas  so  often  overlooked? 

Most  life  on  earth  draws  its  energy  from  the  sun,  yet  the 
potential  of  solar  energy  as  a reliable  power  source  is  largely 
unrealized.  Except  by  Kyocera. 

While  others  debate  the  likely  impact  of  global  warming,  _ 

Kyocera  is  developing  efficient,  affordable  solar  energy  solutions  that  work  today 
Helping  to  reduce  greenhouse  gases  and  lessen  our  dependence  on  fossil  fuels. 

Back  in  the  1970s,  when  solar  cell  technology  was  still  young,  other  companies 
shied  away  from  the  costly  research  required  to  create  more  effective  cell  systems. 
Not  Kyocera.  We  were  the  first  company  to  perfect  the  technology  for  multicrystal 
cells.  These  efficient,  less  expensive  cells  make  solar  energy  a more  practical  option 
for  the  average  homeowner. 

Today,  Kyocera  is  one  of  the  world's  leading  producers  of  solar  cells.  We're 
setting  records  for  energy  conversion  efficiency.*  We  mass-produce  the  largest 
functional  solar  cell.  And  our  R&D  team  continues  to  look  for  new  ways  to  convert 
more  sunlight  into  more  energy,  more  efficiently. 

Our  goal  is  to  help  place  solar  energy  systems  on  one  million  rooftops  by  201 0. 
Because  eveiy  solar  cell  that  Kyocera  puts  into  circulation  helps  to  reduce  carbon 
dioxide  emissions  and  perhaps  the  threat  of  global  warming. 

Kyocera  is  working  today  for  a better  world.  One  in  which  our  planet's  delicate 
natural  balance  remains  intact  for  future  generations. 
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SEGUR05  COMERCIAL  AMERICA  SEMINIS  EMPAQUES  PONDEROSA  DNAP 


THERE  IS  NO  LIMIT  FOR  THOSE  WHO  FOLLOW  THEIR  VISION 


EMPRESAS  LA  MODERNA  ACQUIRES  CONTROL  OF  SEGUROS  COMERCIAL  AMERICA, 
CONTINUES  ITS  GROWTH  AS  SAVIA,  AND  CLIMBS  TO  GREATER  HEIGHTS. 


THERE  ARE  ALWAYS  NEW  HORIZONS  FOR  THOSE  WHO  HAVE  A LONG-TERM  VISION  AND  REGARD 
THE  CREATION  OF  SHAREHOLDER  VALUE  AS  THEIR  MOST  IMPORTANT  MISSION.  THIS  HAS  ALWAYS 
CHARACTERIZED  EMPRESAS  LA  MODERNA,  A COMPANY  THAT  WILL  NOW  OPERATE  UNDER 
THE  NAME  SAVIA. 

BY  ACQUIRING  THE  CONTROLLING  INTEREST  OF  SEGUROS  COMERCIAL  AMERICA.  MEXICO'S  LEADING 
INSURANCE  AND  NON-BANKING  FINANCIAL  SERVICES  COMPANY.  SAVIA  IS  POSITIONED  AS  A SOLID 
AND  DIVERSIFIED  GROUP  OF  BUSINESSES.  SAVIA'S  UNIQUE  PORTFOLIO  OF  HIGH  GROWTH  AND 
PROFITABILITY  ALLOWS  INVESTORS  TO  BENEFIT  FROM  A GLOBAL  LEADERSHIP  iN  TECHNOLOGY  APPLIED 
T ■ : FRUITS  AND  VEGETABLES,  AS  WELL  AS  FROM  ITS  LEADING  POSITION  IN  THE  DOMESTIC  INSURANCE, 
NON-BANKING  FINANCIAL  SERVICES  AND  PACKAGING  INDUSTRIES. 

AT  SAVIA.  THE  DEVOTION  AND  LOYALTY  OF  ITS  HUMAN  TALENT  PROVIDES  THE  VISION,  AND  CREATES 
THE  CULTURE  THAT  MAXIMIZES  ITS  VALUE  TO  SOCIETY,  CUSTOMERS  AND  SHAREHOLDERS. 


CLIMBING  TO  GREATER  HEIGHTS. 


FINANCIAL  TIMES  WEDNESDAY  MARCH  3 1999 
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MANAGEMENT 


JOHN  KAY 


Where  size  is  not  everything 


Successful  car  manufacturing  has  involved  a shift  from  historical  market  share  to 
competitive  advantage  in  global  markets 


the  number  has  risen 


When  we  talk  of  the  effects 
of  globalisation  and  scale 
economies  an  industrial 
structure,  tbereTSone 
industry  that  comes  to  mind 
first:  th«»  car  industry. 

This  is,  above  all,  where 

the  advantages  of  economies 
of  scale  and  global 
manufacturing  and  «inrring 
are  leading  inexorably  to  the 

concentration  of  output  in 
the  hands  of  fewer  and  fewer 
companies. 

For  the  car  industry,  this 
is  Teality:  for  other 
businesses,  this  is  the  future. 

Up  to  a point.  In  1969  the 
three  largest  car  producers  - 
General  Motors,  Ford  and 
Chrysler  - made  one  in 
every  two  cars.  By  1996,  that 
bad  fallen  to  one  in  three. 
Chrysler  was  displaced  by 
Toyota,  hut  still  the  share  of 
the  new  top  three  was  only 
36  per  cent. 

Nor  is  it  only  the  very 
large  American  producers 
that  have  lost  martlet  share. 
In  1969,  there  were  nine 
mega-prodaoers,  each 
manufacturing  more  than 
lm  vehicles  a year.  In  1996, 
there  were  14.  These 
included  companies  such  as  ' 
Suzuki  and  Hyundai,  which 
did  not  make  cars  in  1969, 
and  BMW,  which  did,  but 
not  in  large  numbers. 

The  share  of  the  original 
nine  mega-producers  in  1969 
was  84  per  cent  In  1996,  the 
share  of  the  largest  nine 
companies  in  the  industry 


had  fallen  to  66  per  cent,  and 
the  sales  of  the  1969  leaders 
had  fallen  further,  with  - 
some  having  dropped  out  erf 
the  running  altogether. 

In  1996,  companies  with’ 
production  in  excess  of  lm 
: units  were  responsible  for 
about  80  per  cent  of  all  sales. 
This  figure  was  more  or  less 
exactly  what  ft  was  in  1969. 
The  mam  difference  was 
that  80  per  cent  of  the 
market  was  now  divided 
between  14  companies, 

rather  than  nvnt> 

How  many  car  producers 
are  there  today?  Hard  to  say, 
and  perhaps  misleading  to 


i producers  in  1969;  and  17  in 
1996. 

Yet,  however  one  looks  at 
it,  the  trend  the  data  shows 
is  (dear.  The  world  motor 
industry  hag  been  becoming . 
steadily  less  concentrated. 
Larger  participants  have 
been  lasing  market  share, 
and  the  number  of  makers  at 
an  scales  of  production  has 
been  increasing. 

Frequent  alliances, 


There  are  companies  such 
as  Morgan,  the  UK  sports 
marque,  which  make  only  a 
few  hundred  care  a year.  But 
if  we  define  a significant 
producer  as  one  with  1 pm* 
cent  of  total  work!  car  sales, 
there  were  15  significant 


in  which  fiuHng 
have  been  picked  up  by  their 
competitors;  have  not  been 
enough  to  offset  these  basic 
at  nwi^ft  (wnjuli^rL 

And  the  trend  is  of  long  : 
standing.  The  peak  of 
concentration  In  file  car 
industry  was  probably  in  the 
early  1950s,  when  three  out 
of  every  four  cars  made  in 
the- world  game  from  fining 
US  producers. 

There  are  advantages  to 
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The  globalisation  of  markets 
has  helped  the  trig  producers 
increase  these  advantages  by 

international  sourcing  and 
production  planning: 

But  these  have  not  been 

rnahi  hrfhn»nppY)n  the 
industry's  changing  . 
structure.  That  has  been  the 
shift  from  historic  market 
share  to  competitive  . 
advantage  as  the  basis  of  a 
company's  success.  * • - 
That  is  why  weak:  national 
producers,  such  as  British 
Leyland,  were  the  trig  losers 
from  globalisation,  and  why  , 
General  Motors' position  has  i 

been  eroded  and  not  _•  1 

strengthened. 

LeyiamTs  problem  was  not 
its  sire,  except  in  the 

indirect  sense  find  if  the' 
company  had  beau  better  at 
malting  cars  it  would  have 

SOU  more  Of  6m"  and  might 

still  have  been  independent. 

It  is  the.  growth  of  global  . 
markets  that  has  allowed 
companies  such  as  BMW, 
Hyundai  and  Suzuki  to  - 
become  big  participants  in 
the  industry. 

Alex  Tfotman.  the  former 
chairman  of  Ford,  may  have 
been  right  when  be  tells  us 
that  there- will  soon  be  only 
five  big  producers  in  file 
! world  car  industry.  If  so,  it 
I would  be  a dramatic  reversal 
of  fiie  historic  trend. 

There  were  only  five  big 
producers  in  the  world  car 
industry  in  1950  and  since 


The  fundamental 
economics  of  the  industry 
may  be  changing,  but  they 
are  probably  movingin  '• 
Erections  that  will  make 
size  less  important,  as 


become  more  flexible  and 
consumers  more  wUfing  to  . ' 
pay  a premium  far 

»TTrrprMTiffatp^  jrmvtTir»g  ' , 

The  era  of  immensely  long 
runs  of  the  car  - 
began  withFanTsmodel  T . 
and  reached  its  chmax  with  - 
the  Beetieand  MW  - 
probably  ended  with  the 
Toyota CaroDac 

People  are  right  to  look  at 
the  wmid  motor  industry  to 
understand  the  efiects-of  ■ 
globalisation.  The  proUemis 
that  they  look  at  what  . . 
people  say  is  happening 
rather  than  what  is  realty 

The  key  devtiopment  is  - 
that  history  and  market  .' 
position  matter  less,  and  . 
competitive  advantage  - 
matters  more 

The  outcome  will  be 
greater  concentration: only  if. 
sire  is  the  main  source  of 
competitive  advantage. 

Utere  are  not  many 
industries  of  which  that  is 
true,  and  fire  motor  industry 
is  not  one  of  them. 


MANAGEMENT  FOOD  SUPPLIES 


The  author  is  the  Peter  . 
Moores  Director  of  the  Said 
Business  School  at  Oxford 
University  and  a director  of 
Loudon  Economics.  This 
column  appears  JartnighUy. 


The  thousand  year  party  or  a quiet  night 
in?  Retailers  have  to  predict  consumer 
behaviour,  writes  Gordon  Cramb 


WHEREVER  THERE  ARE  PEOPLE. 
THERE  IS  EQUANT. 


, r-,;  » >, 


* *> 

3 


4:37  p . m . Katfimandu  Nepal. 


• f •?!».'  IJi  :*t  Kill  Ililf  It;  nt  I ■ I • • ? i ■ : l ii  v-'u 

i!.IVC  lh{-  (((.•;)(  Ii:  .liiitfix  fiv  li.  -y\  < nl  ;•!'  S-iv 

rV  m.iV  m vi'l  m-  'h,  ■ i<» m«;;I  dr  .*n 

I'.'  vi'tMfui  in  .-'ii  rji  ! i-r  id-  I i ■.  nllst'i  ti  -\:i;r.:ri» 
ilf-1  Ill'll  W ill!-,  n.d.l  dr.jhiv  I i.l'.-.dl'-li  V-.‘.  ■;  : 

'.'■til  nt  - 1 1 ) I I : ! ■.  *•  ! t);!i  rj'.  I .III  f.  Siliuln.i;  ! 


HWhat  are  you  doing 
for  the  millennium? 
The  question  was 
being  asked  in  workplaces 
worldwide  eves  before  the 
hangovers  from  last,  new 
year  abated.  But  it  is  being 
posed  most,  anxiously  by 
those  who  supply  sustenance 
to  a consumer  populace  still 
undear  whether  it  should  be 
partying  - ox  eking  ont 
hoarded  provisions. 

Executives  from  food  man- 
ufacturers and  retailers 
across  Europe  met  in 
Amsterdam  recently  with 
two  main  issues  on  their 
minds:  how  to  ensure  the 
delivery  erf  supplies  to  super- 
markets. and  how  to  keep 
the  lights  on  and  the  cold 
counters  chilled  when  it  gets 
there. . ' 

They  came  away  largely 
reassured  that  there  should 
be  no  serious  collapse  in  the 
food  chain.  They  expeet  to 
be  able  to  get  their  goods 
through  the  ports  and  hope 
that,  once  . these  ;are 
unloaded,  no  one  need  be 
shopping  by  candlelight 
More  puzzling,- though,  is 
how  those  who  throng  their 
aisles  each  day  will  behave 
in  the  final  , weeks  of  this 
year.  7 

“Tot  have  to  separate  it 
out  between  the  millennium 
party  effect,  and  the  bug 
effect,"  says  Tim  Cooper- 
Jones  of  the  UK’s  Institute  of 
<Srocery  Distribution- 
One  British  retailer  is 
planning  for  what  it  calls  a 
Twin  Peaks  phenomenon. 
Normally  the  pre-Christmas 
surge  is  followed  by  a more 
modest  end  to  the  following 
trading  week.  But  demand 
for  new  year  party  food  and 
drinks  this  Him*  may  be  Just 
as  high  as  for  yuletide  fore. 
The  territory  is  uncharted. 

New  Year's  Eve  foils  on  a 
Friday,. all  owing  3000  to  start 
with  a weekend  of  millennial 
carousing.  Unless  one  is 
working,  that  Is. 

The  grocers  estimate  that 
a significant  proportion  of 
their  retail  customers  will  be 
at  work  - or  at  least  on  call, 
ready  to  deal  with  the  conse- ' 
qoences  of  any  failure  in 
their- employers’  systems. 
That,  if  nothing  else,  puts  a 
lid  on  the  party.  . 

. A minority  may  opt  for 
frugal  festivities  out  of  fear 


that  produce,  or  cash  from 
the  banks,  may  be  hard  to 
come  by  inthe  early  weeks 
of  next  year.  Research  by  the 
Gartner  Group  shows  the 
globalretall  sector  lagging 
behind  regulated  industries 
such  as  banking  and  insur- 
ance in  its  preparedness,  and 
adds  that  .food  companies 
have  to  “plan  for  some  panic 
to  occur”. 

Tony  Elmer,  Year  2000 
business  programme  director 
of  Tesoo,  .the  UK  supermar- 
ket chain  rnaintairw  that 
hoarding  is  “not  an  issue  at 
the  moment".  Supermarkets 
cany  tens  of  thousands  of 
product  fines,  of  which  many 
vegetables  are  ■ home- 
produced,  and  much  fruit  is 
road  freighted  from  coun- 
tries such  as  Spain.  Some 


‘If  we  had  a . 
problem  with  - 
mangetout,  it  -.  , 
wouldn’t  be  the 
end  of  the  world’ 


airlines  might  not  fly,  but  “if 
we  had  a problem  with  man- 
getenrt,  it  wouldn’t  be  the 
end  of  the  world". 

The  Amsterdam  gathering 
was  a rare  collaboration 
-within  a European  industry 
known  for  the  jealous  guard- 
ing of  trade  secrets. 

“Of  the  non-re gulated 
areas,  we  are  the  only  indus- 
try which  is  doing  this," 
says  Mr  Cooper-Jones,  Uni- 
lever’s man  in  charge  of 
ensuring  that  its  frozen 
products  survive  the  turn  of 
the  year.  “It  is  a recognition 
that  food  is  part  of  the  needs 
list" 

Not  only  computers  but 
machinery  containing 
embedded  chips  - including 
refrigeration  cabinets,  pro- 
duction equipment  and 
alarms  - are  vulnerable  if 
the  semiconductor  inside 
shuts  the  unit  down  because 
it  suddenly  thinks  the  year 
is  1900  and  its  task  is  over. 

According  to  Gartner,  it  is 
these  "embedded  real-time 
clock  programmable 
systems"  that  are  likeliest 
to  fail  within  minutes 


CONTRACTS  & TENDERS 


r .!f?M  »-•  hlltl'.  - :- 1 T 1 ; i I : I - III  I ( • 

: ; r I Vi!' 'is  :-r:  im-.i's 


Republic  of  Uzbekistan 
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The  International  Tender  for  the  purchase  of  46.5 
percent  of  the  shares  of  Afmalyk  Mining 
Metallurgical  Complex 

ADDITION 

Taking  into  account  the  requests  of  the  bidders  for  purchase  of 
46.5  percent  of  the  shares  of  Afmalyk  Mining  Metallurgical 
Complex  in  the  Republic  of  Uzbekistan  the  Tender  Commission 
prolongs  the  terms  and  declares  that  the  bidders  are  requested 
to  submit  their  demands  before  March  15, 1999  and 
following  Tender  Proposals  till  May  15, 1999. 

The  Tender  Commission 

The  text  of  Notice  of  the  International  Tender  for  purchase  of 
46.5  percent  of  the  shares  of  Almaiyk  Mining  Metallurgical 
Complex  was  published  on  December  15th,  1998. 
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of  the  new  millennium. 

An  IGD  survey  of  British 
food  and  grocery  manufac- 
turers and  retailers  showed 
that  smaller  businesses, 
especially  at  the  primary 
production  end  of  the  supply 
chain,  were  displaying  “too 
much  confidence  . and  too 
little  preparation". 

- As  for  the  bigger  groups; 
“what  has  emerged  Is  a 
sense  of  interdependence  - 
on  the  utility  sectors,  trans- 
port in  its  hroadest  sense,  on 
government  administration 
in  areas  such  as  customs 
and  excise  and  the  port 
authorities.”  says  Mr 
CooperJooes. 

The  food  and  grocery  sec- 
tor Is  not  a large  enough 
user  of  such  services  to  be 
able  to  demand  access  to 
cordphaace  check  sheets  at 
utilities.  " 

. : Participants  at  the  forum 
were  struck,  by  .a:  warning 
from  Jan  Tfanmer, , the  for- 
’ me  r Philips  chief  who  . heads 
the  Dutch  government- 
backed  Millennium  Platform, 
that  loss  of  electricity  was 
the  biggest  remaining  dan- 
ger. That  would  .work 
against,  if  not  negate, 
in-house  efforts  made . by 
companies  - such  as 
J.  Salisbury,  which  recently 
shut  a store  in  Exeter  but 
left  the  premises  and  its 
operating  systems  intact  for 
four  more  weeks.  This  gave 
its  information  technology 
experts  time  to  test  the 
response  of  a retail  outlet  by 
turning  the  clock  forward. 

Britain's  top  seven  super- 
market chains  have  for  a 
year  been  sharing  a database 
called  Selfcheck,  designed  to 
share  information  ou  the 
readiness  of  units  installed 
in  their  stores  and  ware- 
houses. “If  the  one  ticks 
something  off,  the  others 
don’t  have  to  run  those  same 
tests  themselves."  says 
J.  Salisbury's  Roger  Borer. 
The  seven  swap  this  data  via 
an  extranet  linked  to,  but 
screened  from,  their  internal 
computer  systems.  And  com- 
panies can  mark  which 
details  they  do  not  want 
competitors  to  know.  - 
What  no  one  yet  knows  for 
sure  is  how  consumers  will 
want  to  greet  the  millen- 
nium. But  if  there  Is  board- 
ing, the  supermarkets  them- 
selves will  be  partly  to 
blame  - some  chains  are 
planning  promotions  on 
champagne  starting  this 
autumn. 
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fractured 

portrait 

Andrew  Clark  spends  a weekend  in 
Birmingham  with  the  Lahti  orchestra 


Did  Sibelius  see  music 
primarily  in  abstract  terms, 
or  as  a Romantic  National- 
ist? The  question  was  never 
articulated  during  last  week- 
end's Sibelius  festival  in  Bir- 
mingham. but  like  the 
groimdsweU  in  the  music,  it 
seemed  to  be  perpetually 
lurking  beneath  the  surface. 
This  was  the  long-awaited 
UK  debut  of  the  Lahti  Sym- 
phony Orchestra,  whose 
recordings  have  transformed 
our  view  af  Sibelius.  It  was 
also  the  first  opportunity  for 
audiences  outside  Finland  to 
hear  the  first  version  of  the 
Violin  Concerto.  The  differ- 
ences between  that  display 
vehicle  and  the  more  sub- 
dued final  version  are  almost 
as  revealing  as  Sibelius’s 
well-documented  revisions  to 
his  Fifth  Symphony,  which 
was  the  subject  of  an  after- 
noon workshop  compared  by 
Osmo  Vdnska,  the  Lahti 
orchestra's  music  director. 

It  was  useful  to  have  the 
“Kalevala",  Finland's 
national  epic,  discussed  by 
its  translator.  Keith  Bosley  - 
though  there  was  no  illumi- 
nation of  the  extent  to  which 
Sibelius  saw  it  as  raw  cre- 
ative inspiration.  And  we 
heard  The  Wood  Nymph,  the 
early  tone-poem  whose  score 
lay  forgotten  in  the  Helsinki 
University  archives  until  it 
was  recently  unearthed  and 
recorded  by  the  Lahti 
orchestra.  It  was  invaluable 
to  listen  to  this  piece  in  the 
context  of  a weekend  of 
Sibelius,  because  It  sets  in 
relief  the  structural  com- 
pactness be  later  achieved. 

There  were  rare  outings 
for  the  Voces  Inthnae  string 
quartet  and  Luormotar,  the 
brief,  bird-like  orchestral 
song  in  which  Sibelius  eerily 
conjures  the  Spirit  of 


Nature.  Thanks  to  Sym- 
phony Hall’s  receptive 
acoustic,  both  were  heard  to 
optimal  effect.  Kirsi  Tiiho- 
nen’s  full-bodied  timbre  and 
ecstatic  top  were  ideal  for 
the  high-pitched  drama  of 
Luormotar.  which  says  as 
much  in  nine  minutes  as 
Mahler  said  in  90.  The  Tem- 
pera Quartet  - four  Finnish 
postgraduate  students  at  the 
Royal  College  of  Music, 
looking  and  playing  tike 
maidens  from  the  "KaJevala" 
- captured  the  sustained 
intensity  of  the  quartet's 
slow  central  movement, 
which  finds  Sibelius  in 
uncharacteristically  warm, 
human  mood. 

Of  the  orchestral  perfor- 
mances. the  most  fascinating 
was  the  Violin  Concerto.  The 
first  version  tells  us  not  just 
about  Sibelius's  painful 
advance  to  maturity,  but 
about  his  increasingly 
abstract  style:  the  relentless 
attempt  to  telescope  musical 
structure,  pare  away  ines- 
sentials and  back  away  from 
the  logical  conclusions 
of  central  European  late-Ro- 
manticism. 

Written  during  a period  of 
intense  psychological  distur- 
bance, it  is  longer  and  less 
fluent  than  the  version  we 
know,  but  Car  more  virtuo- 
sic.  At  its  heart  lies  a 
cadenza  resembling  a Bach 
partita:  Sibelius  was  right  to 
excise  it,  because  it  is  stylis- 
tically alien.  But  any 
thoughts  about  the  relative 
merits  of  the  two  versions 
disappear  In  the  face  of  a 
performance  as  bravura  as 
that  of  Leonidas  Kavakos. 
This  was  only  his  second 
public  performance  of  the 
immensely  demanding  first 
version,  but  it  was  des- 
patched with  the  confidence 


Sfbofius:  an  uneasy  relationship  between  his  abstract  ideals  and  his  National  Romantic  heart 


of  someone  who  had  played 
it  50  times. 

Vtinska's  choice  of 
extracts  from  the  first  and 
final  versions  of  the  Fifth 
Symphony  showed  Sibelius 
in  a more  advanced  state  of 
flux  - flirting  with  Modern- 
ism. before  feeling  his  way 
to  a final  form  that  was 
more  consistent,  compact 
and  true  to  himself.  Was 
Sibelius  an  inveterate 
reviser?  Surely  not.  He  was 
an  in vetera  Le  searcher  for 
the  essence  of  what  he 
wanted  to  say,  as  well  as  a 
perfectionist  who  recognised 
when  he  had  not  found  it.  As 
such,  this  demonstration 
underlined  the  uneasy  rela- 
tionship between  his 
abstract  ideals  and  his 
National  Romantic  heart  He 
never  wavered  from  either. 


The  subtitle  of  the  week- 
end has  been  changed  from 
“The  Creative  Process"  to 
“The  Spirit  of  Nature",  per- 
haps signifying  a failure  of 
nerve.  Given  the  Lahti 
orchestra’s  expertise  in  the 
early  versions,  it  seemed  a 
waste  not  to  focus  more 
intensely  on  the  creative 
process.  As  it  was.  the  week- 
end lacked  the  sort  of  all-em- 
bracing vision  that  Sir  Roger 
Norrington  brings  to  his 
“Experience"  weekends.  The 
Fifth  Symphony  demonstra- 
tion was  too  obviously  a sec- 
ond-hand version  of  BBC 
Scotland's  documentary  con- 
cert two  years  ago.  It  was 
impossible  to  judge  the 
extracts  out  of  context,  and 
V&nska's  laboured  English 
did  not  help. 

His  performances  through- 


out the  weekend  were  unde- 
niably exciting,  and  the 
Lahti  orchestra  acquitted 
itself  well,  with  dancing 
strings  and  agile  brass.  But 
Vanska  has  an  irritating  ten- 
dency to  exaggerate  con- 
trasts between  loud  and  soft, 
fast  and  slow  - to  detrimen- 
tal effect  in  the  Third  Sym- 
phony's And  an  tin  o and  the 
first  movement  development 
of  the  Fifth. 

Two  big  questions  remain: 
wby  is  the  Sibelius  family  so 
ridiculously  proprietorial 
about  the  music,  and  why 
did  the  organisers  not  allow 
us  to  hear  the  first  version  of 
the  Fifth  Symphony  in  full? 
Instead  of  being  a defining 
moment  in  our  understand- 
ing of  Sibelius,  the  Birming- 
ham weekend  offered  a frac- 
tured portrait 


OPERA  IN  PABIS  ROSSINI'S  ‘ZELMIRA’ 


Happier  in  the  history 
books  than  on  the  stage 


The  job  of  reviving 
neglected  operas  is  not  one 
for  an  historian.  Given  the 
skills  required,  it  might  be 
more  appropriate  to  call 
upon  an  anaesthetist,  as  the 
crucial  moment  is  when  the 
opera  is  publicly 
resuscitated  on  stage  - 
sometimes,  one  feels, 
against  its  wjlL 

Rossini's  Zelmira  is  not 

completely  unknown  these 

days.  After  more  than  a 
century  of  neglect  the 
opera’s  modern  revival  came 
in  1965  in  Naples,  the  city 
for  which  it  had  been 
composed,  and  subsequently 
there  have  been  a handful  of 
other  productions  and  a 
successful  recording.  But  as 
a living  drama,  ready  and 
willing  to  take  the  stage 
again,  Zelmira  does  not 
show  a great  inclination  to 
respond. 

For  its  most  recent  outing 
the  Opera  National  de  Lyon 
and  the  Thdatre  des  Champs 
Elys6es  in  Paris  have  joined 
forces  to  present  the  opera 
in  a co-production,  which  is 
now  In  Paris.  Rather  than 
commit  themselves  to  a 
wholly  new  staging,  they 
have  chosen  to  blow  the 
dost  off  a production  made 
for  the  Pesaro  Festival, 
where  it  was  well  received 
in  1995. 

This  treats  Zelmira 
frankly  as  a museum  piece. 
In  each  generation  I suppose 
there  has  to  be  one  producer 
who  is  content  to  decorate 
the  stage  with  columns  and 
staircases  and  leave  the 
opera  to  play  itself.  Pier 
Luigi  Pizzi  was  the  obvious 
candidate  in  the  recent 
past  (though  be  additionally 
had  a fondness  for  rich 
velvets)  and  Yannis  Kokkos 
looks  set  to  take  over  his 
mantle. 

There  was  undeniably  a 
handsome  aspect  to  these 
parchment-tinted  vistas  of 
ancient  Greek  temples, 
designed  by  Kokkos  himself, 
if  only  everything  else  about 
the  production  had  not  been 
equally  two-dimensional. 


The  lighting  was  obtuse, 
frequently  plunging  the 
singers  into  the  murk  at  an 
important  moment;  and  long 
stretches  of  the  opera  passed 
by  with  the  singers 

apparently  having  been 
given  nothing  to  do  except 
stand  on  their  allocated  spot 
and  stare  vacantly  into 
space. 

“Ah,"  people  will  say. 

“hnt  the  glory  of  Zelmira  is 
its  music."  To  which  the 
answer  is.  “Well,  it  had  to 


For  some  reason 
the  principals 
were  seized  by  an 
irresistible  urge  to 
leap  on  the 
nearest  bit  of 
stage  furniture  to 
deliver  their  vocal 
fireworks 

be."  This  score  may  not  be 
one  of  Rossini's  tuneful 
favourites,  bat  it  is  notable 
for  its  originality  (there  is 
not  one  conventional  aria) 
and  the  sense  of  the  drama 
starting  to  shape  the  music. 
Without  matching  its  sense 
of  risk-taking  the  conductor, 
Manrizio  Benin),  did  not  let 
the  pace  drag  and  obtained 
adequate  playing  from  the 
Orchestra  de  i'Opdra 
National  de  Lyon. 

The  cast  included  some 
first-rate  Rossini  voices. 
Above  all.  Sonia  Ganassi 
was  exceptional  as  Emma, 
giving  her  moments  of  vocal 
opportunity  (including  the 
lovely  aria  Rossini  added 
later  for  Vienna)  a real 
frisson  with  the  beauty  and 
firmly-founded  tone  quality 
of  her  singing.  Put  her  on 
stage  alongside  any  of 
today’s  star  Rossini  mezzos 
- Cecilia  Bartoii.  Jennifer 
Larnore  or  Vesselina 


Kasarova  - and  she  would 
give  them  a run  for  their 
money. 

There  was  no  problem 
with  the  treacherous  tenor 
roles.  Charles  Workman  has 

an  unusual  voice  that  is 
adept  both  at  very  high 
notes  and  very  low  ones  - a 
tenor  with  a penthouse  and 
a basement  as  it  were,  very 
useful  for  the  role  of 
An  tea  ore  in  which  Rossini 
keeps  his  singer  dashing  up 
and  down  from  one  to  the 
other.  Paul  Austin  Kelly 
was  less  conscientious  about 
his  coloratura,  but  then 
there  are  not  many  singers 
who  could  get  round  the 
stratospheric  part  of  Do  at 
all. 

The  remaining  roles  were 
generally  not  well  taken, 
though  Rend  Scbirrer  tried 
to  give  Leucippo  a bit  of 
force.  For  some  reason  each 
of  the  principals  was 
periodically  seized  by  an 
irresistible  urge  to  leap  on 
the  nearest  bit  of  stage 
furniture  and  deliver  their 
vocal  fireworks  from  there  - 
a whim  that  looked  doubly 
ludicrous  in  a production  so 
devoid  of  any  meaningful 
action. 

That  was  how  Mariella 
Devi  a came  to  end  the  opera 
on  top  of  a rock  stage  right 
From  there  she  delivered  a 
few  beautifully  lambent 
phrases  in  Zelmira’s  closing 
solo,  bat  her  effects  were 
more  carefully  husbanded 
here  than  they  nsed  to  be,  as 
though  she  was  aware  the 
important  moments  most 
not  be  allowed  to  faiL  Too 
much  of  the  time  she  held 
the  voice  back,  to  protect  its 
best  quality,  and  declined  to 
take  the  role  by  the  throat 

If  she  bad.  maybe  the 
whole  evening  might  have 
seemed  different  As  it  was, 
Zelmira  came  across  as  an 
opera  which  is  happier  with 
its  place  in  the 
history-books  than  on  the 
stage. 

Richard  Fairman 


Fine  interpretation  of  a serial  seducer 


BALLET 


CLEMENT  CRISP 

The  Return  of  Don  Jim 
Sadler's  Wells,  London  EC1 

The  Devil,  we  know,  never 
sleeps.  Nor  do  his  subjects.  And 
if  bell  is  other  people,  it  is,  for 
Kim  Brandstrup’s  Don  Juan,  the 
vain  repetition  of  seductions,  and 
these  forever  cheated  of  their 
consummation.  And  never  a 
moment  alone  in  grateful  slum- 
ber. Brandstrup’s  two-act  The 
Return  of  Don  Juan  had  its  first 
performance  on  Monday  at  Sad- 
ler's Wells.  Made  for  his  Arc 
Dance  Company,  its  purpose  is  to 
provides  a roaring  new  role  for 
Irek  Mukhamedov. 

The  casting  of  this  most  potent 
dance-actor  of  our  time  is 
inspired.  Mukhamedov  has  the 
physical  allure  for  the  Don.  the 
sex-appeal,  the  dark  fascination 
which  could  weaken  the  knees  of 
anv  right-  (or  wrong-)  thinking 
girL  He  has  the  subtlety  to  sug- 
gest the  compulsive  appetite  of 
the  serial  seducer.  He  is  an  Inter- 
preter to  set  against  the  finest  in 
any  of  the  operatic  or  dramatic 
incarnations  of  Don  Juan. 


Brandstrup's  narrative  owes 
everything  to  a radio  drama  by 
Oluf  Bang  (whence  his  title;  and 
to  Ingmar  Bergman's  The  Devil’s 
Eye  (1961)  based  on  this  same 
tale.  Don  Juan  lies  exhausted  in 
Hell,  but  denied  sleep.  For  the 
four  centuries  since  his  dinner 
with  the  Stone  Guest,  he  must 
forever  re-enact  the  routine  of 
seduction  and  be  denied  its 
fruits,  and  be  is  satanically  tired. 
Old  Nick  offers  a chance  for 
sleep.  There  exists  on  earth  a 
pure  girl.  He  will  give  Juan  three 
days  in  which  to  corrupt  her. 
Success  will  bring  sleep. 

Juan  returns  to  earth,  to  a film- 
studio  making  a Don  Juan  in 
which  the  girl  is  appearing,  and 
he  is  soon  the  bero  of  the  opus. 
The  girl  resists  him.  and  the  rouS 
turns  compassionate.  He  cannot 
seduce  her.  In  an  optimistic  - if 
obscurely  staged  - twist,  the 
Devil  is  cheated  into  thinking 
Juan's  mission  is  accomplished, 
and  the  Don  sinks  at  last  to  rest 
between  the  diabolical  sheets. 

The  staging  offers  many  char- 
acteristics of  Brandstrup's  work. 
The  narrative  is  told  allusively. 
The  stage  picture  is  elegant  and 
economical;  splendid  sets  by 
David  Roger;  fine  clothes  by 


Craig  Givens;  imaginative  light- 
ing < albeit  darker  at  moments 
than  seems  strictly  necessary)  by 
Tina  McHugh.  There  is  a new 
and  vivid  chamber  score  by  Kim 
Helweg.  Arc's  Franciscan  budget 
encourages  wit  rather  than  clut- 
ter - a virtue  too  often  ignored 
by  our  larger  ensembles.  And  yet 
on  Monday  I was  only  partly  con- 
vinced by  what  I saw. 

Mukhamedov  does  everything' 
to  drive  the  action  along.  His 
dancing  is  both  large  in  scale  and 
juicy  in  dynamic  - no  movement 
without  weight,  authority,  a lus- 
cious energy  - and  as  a comedian 
(the  ballet  is,  after  all.  a comedy 
rather  than  a Mozartian  tragedy) 
he  has  the  lightest  of  touches. 
Exhausted,  longing  for  sleep,  for- 
ever cheated  of  his  prey  (his  frus- 
tration at  lowering  his  body  on  to 
empty  sheets  is  very  happily 
done),  he  remains  an  unrivalled 
dance-actor,  able  to  gauge  exactly 
the  weight  of  feeling  needed.  He 
looks  stunningly  handsome  as 
the  historical  Don  of  the  film, 
and  sprawls  with  a fine  sexual 
arrogance.  His  remorse  and  final 
impotence,  for  such  it  must  be 
considered,  are  very  moving. 

Mukhamedov  finds  a matching 
talent  in  Kenneth  Tharp,  whose 


Devil  is  a sharp,  tail-swinging 
and  menacing  figure  - the  smiler 
with  the  knife  - whose  comic 
moments  can  still  chill  the  blood. 
LeporeUo  is  also  very  well  taken 
by  Bernard  Espinasse  who.  in  a 
neat  twist,  is  seduced  rather  than 
being  a seducer.  It  is.  1 suspect, 
because  virtue,  while  admirable 
in  life,  is  so  soporific  in  art  that 
the  role  of  the  Girl  looks  thin, 
and  Genevieve  Byrne's  playing 
seemed  too  demure,  tit's  a sad 
soul  that  can't  laugh  at  Little 
Nell’s  death-scene.  The  Girl's 
rather  mirnsv  virtue,  and  her 
lamentable  wardrobe,  do  not 
raise  even  a smile.)  Without  ten- 
sion between  Don  Juan  and  his 
victim,  we  watch  unengaged,  and 
the  final  trick  to  cheat  the  Devil, 
when  a Mickey  Finn  is  not 
administered  to  the  girl.  I found 
unconvincing. 

But  tightening  of  the  action 
can  remedy  these  longueurs: 
Brandstrup's  choreographic  text 
has  many  virtues.  And  Muk- 
hamedov, who  could  galvanise  a 
balance  sheet  into  some  sem- 
blance of  poetic  truth,  is  here  at 
full  and  superlative  stretch.  He 
must  be  seen. 


Sponsored  by  Daniel  Katz  Ud. 


At  fufl  and  superlative  stretch:  Irek  Mukhamedov  m the  title  role,  with  Victoria  Edgar 
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AMSTERDAM 


OPERA 

Netherlands  Opera,  Het 
Mutiektheater 

Tel:  31-20-551  8911 
Die  Zauberfidte:  by  Mozart. 
Conducted  by  Hartmut  Haen chert 
in  a revival  of  Pierre  Audi's 
staging  co-directed  by  SasKia 
Boddeke;  Mar  5,  8 . 

BERLIN 

OPERA 

Deutsche  Oper 

Tel:  49-30-343B4-01 
Rise  and  Fall  of  the  City  of 
Mahagonny:  by  Kurt  Weill, 
libretto  by  Brecht  New  staging 
by  Gflnter  Kramer,  conducted  by 
Lawrence  Foster,  with  designs  by 
Gottfried  Pilz  and  Isabel  Ines 
Glathar,  Mar  4 

COPENHAGEN 

EXH/ernoN 

Statens  Museum  for  Kunst 
Henri  Matisse:  Four  great 
collectors.  Brings  together  works 

from  what  were  once  the 

greatest  private  collections  of 


Matisse's  art,  made  by  two 
Russians,  Morosov  and  Schukin, 
and  two  Danes,  Tetzen-Lund  and 
Rump.  The  show  was  organised 
jointly  with  foe  Hermitage 
Museum  in  SL  Petersburg,  where 
it  opened  last  yean  to  May  24 

EDINBURGH 

EXHIBITION 

Scottish  National  Portrait 
Gallery 

Tel:  44-131-624  6200 
John  Ruskin:  exhibition  exploring 
foe  influence  of  foe  Victorian 
critic  and  theorist  includes 
drawings,  watercolours  and 
photographs;  to  Mar  7 

GLASGOW 

OPERA  „ , 

Scottish  Opera,  Theatre  Royal 

Tel:  44-141-332  9000 
The  Magic  Fountain:  by  Delius. 
Conducted  by  Richard  Armstrong 
in  a new  staging  by  Aid  an  Lang, 
with  designs  by  Ashley 
Martin-Davis;  Mar  4, 6 

LONDON 

DANCE 
Sadler’s  Weds 
Tel:  44-171-863  8000 
Arc  Dance  Company;  The  Return 
of  Don  Juan,  in  a new  staging  by 
Kim  Brandstrup,  starring  Irek 
Mukhamedov.  With  an  onginai 
score  by  Kim  Helweg;  Mar  3 

EXHIBITIONS 
National  Gallery 

Tel- 44-171-839  3321 

Orazio  Genb'leschi  at  ^9°^  °f 

Charles  I:  first-ever  retrospective 


of  the  17th  century  Italian 
painter,  friend  to  Caravaggio,  and 
Court  Painter  to  Charles  I. 
Includes  a group  of  works  from 
the  Queen's  House  in  Greenwich, 
sold  after  the  king's  execution 
and  never  seen  together  since; 
from  Mar  3 to  May  23.  then 
travelling  to  Bilbao 

Queen's  Gallery 
Tel:  44-171-839  1377 
The  King’s  Head:  organised  to 
coincide  with  the  350th 
anniversa^f  of  foe  regicide,  this 
biographical  exhibition  brings 
together  images  of  Charles  I from 
all  stages  of  his  life.  Including 
Van  Dyck’s  triple  portrait  prints, 
medals  and  books,  the  show 
concludes  by  focusing  on  foe 
iconography  of  foe  king  as 
martyr;  to  May  3 

OPERA 

English  National  Opera, 

London  Coflseum 
Tel:  44-171-632  8300 
Parsifal;  by  Wagner.  Conducted 
by  Mark  Brier  in  a new  staging 
by  Nikolaus  Lehnhoff,  with  sets 
by  Raimund  Bauer  and  costumes 
by  Andrea  Schmidt-Futterer.  Cast 
includes  Kim  Begley  and 
Jonathan  Summers;  Mar  3, 6 

MILAN 

EXHIBITION 
Palazzo  Reale 
Tel:  39-02-8691  5738 
L'Anima  e il  Volto:  (The  Soul  and 
foe  Face):  major  exhibition  of 
portraiture,  comprising  370  works 
ranging  over  400  years.  Artists 
represented  indude  Titian, 
Caravaggio.  Van  Dyck,  Picasso 


and  Francis  Bacon;  to  Mar  14 

MUNICH 

CONCERTS 
Phitharmonie  Gastetg 
Tel:  49-89-5481  8181 

• Bavarian  Radio  Symphony 
Orchestra:  conducted  by  Lorin 
Maazel  In  works  by  R.  Strauss 
and  Couperin;  Mar  4,  5 

• Beethoven  Academia: 
conducted  by  Christopher 
Hogwood  in  works  by  Mozart 
and  Haydn,  with  piano  soloist 
Stefan  Vladan  Mar  3 

EXHIBITION 
Haus  der  Kunst 

Tel:  49-89-211270 
Angelika  Kauffman  {1741-1807}: 
retrospective  erf  works  by  the 
Swiss  decorative  artist,  who  was 
a founder  member  of  London’s 
Royal  Academy.  Indudes 
paintings,  drawings,  prints  and 
porcelain:  to  Apr  18 

JAZZ 

PMIharmonie  Gaste/g 
Tel:  49-89-5481  8181 
B B King:  performance  by  foe 
blues.guitarist;  Mar  6 

NEW  YORK 

EXHIBITIONS 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmuseum.org . 

• Masterpieces  of  Photography 
from  foe  Gilman  Paper  Company: 
45  of  the  greatest  19th  century 
photographic  works  from  the 
collection;  to  May  23 

• Picasso:  Painter  and  Sculptor 
in  Clay.  Seen  last  year  at 


London's  Royal  Academy,  this 
show  brings  together  175 
ceramic  works  by  Picasso, 
mostly  created  between  1947 
and  1962;  from  Mar  3 to  Jun  6 

OPERA 

New  York  City  Opera,  New 
York  State  Theater 

Tel:  1-212-870  5570 
www.nycopera.com 

• Lizzie  Borden:  by  Jack 
Beeson.  New  production 
conducted  by  George  Manahan 
in  a staging  by  Rhoda  Levine, 
with  Phyllis  Pancella  in  the  title 
role;  Mar  6 

• Madama  Butterfly:  by  Puccini. 
Conducted  by  Guido  Johannes 
Rumstadt  in  a staging  by  Mark 
Lamos  first  seen  in  November, 
with  sets  by  Michael  Yeargan 
and  costumes  by  Constance 
Hoffman;  Mar  7 


PARIS 

EXHIBITIONS 
Grand  Palais 

Tel:  33-1-4413  1730 
Un  ami  de  C&anne  at  de  Van 
Gogh:  le  docteur  Gachet 
0828-1909).  Exhibition  devoted 
to  foe  doctor  and  painter  who 
was  a friend  to  Cezanne,  Pisarro, 
Monet  and  Renoir  as  well  as  to 
Van  Gogh,  who  famously  spent 
the  last  weeks  of  his  Bfe  with 
Gachet  at  Auvers-sur-Oise;  to 
Apr  26,  then  transferring  to  New 
York 

Musee  rfOreay 
Tel:  33-1-4049  4814 

www.Musee-Orsay.fr 
• Edward  Burne-Jones:  major 
retrospective  of  foe  British 


pre-Raphaelite  painter,  which 
forms  foe  mainstay  of  foe 
museum's  ‘saison  anglais';  from 
Mar  4 to  Jun  6 

• Gothic  Revival:  Architecture 
and  Decorative  Arts  of  Victorian 
England.  Display  examining  foe 
fascination  of  mid-1 9th  century 
artists  with  medieval  society,  with 
particular  emphasis  on  foe 
nascent  Arts  and  Crafts 
movement;  to  Jun  6 

OPERA 

Op6ra  National  de  Paris,  Opera 
Bastftle 

Tel:  33-1-4473  1300 

www.opera-de-paris.  fr 

Macbeth;  by  Verdi.  Conducted 
by  Gary  Bertini  in  a staging  by 
Phyilida  Lloyd,  with  designs  by 
Anthony  Ward.  Cast  includes 
Jean-Philippe  Lafont  and  Maria 
GuLeghina;  Mar  5, 9 

Opdra  National  de  Paris,  Palais 
Gamier 

Tel:  33-1-4343  9696 
www.  opera-de-paris.  fr 
Le  Cfemenza  dr  Trtor  by  Mozart. 
Conducted  by  Ivor  Bolton  in  a 
staging  by  Willy  Decker  with 
designs  by  John  MacFarlane. 
Cast  includes  Tbeo  van  der  Walt 
and  Christine  Goerke;  Mar  4,  7 

TOKYO 
CONCERTS 
Suntory  Hail 
Tel:  81-3-3584  9999 

• Mischa  Maisky:  recital  by  foe 
cellist  of  works  by  Beethoven, 
accompanied  by  Daria  Hovora; 
Mar  9 

• Orchestra  National  du 
Capitole  de  Toulouse:  conducted 


by  Michel  Pfasson  in  works  by 
Debussy,  Ravel  and  Berlioz; 

Mar  4 

ZURICH 

EXHIBITION 
Kunsthaus  Zurich 
Tel:  41-1-251  6765 
Chagall,  Kandinsky.  Malevich  and 
foe  Russian  Avant-garde: 
exhibition  exploring  foe  artistic 
upheavals  of  the  first  two 
decades  of  this  century.  Includes 
important  loans  from  the  State 
Hermitage  Museum  in  St. 
Petersburg  and  provincial 
Russian  museums:  to  Apr  25 

TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday.  GMT: 

06.30:  Moneyline  with  Lou  Dobbs 
13.30:  Business  Asia 
19.30:  World  Business  Today 
22.0th  World  Business  Today 
Update 

• Business/Market  Reports: 

05:07;  06:07;  07:07;  08:20;  0920; 
10:20;  1120;  11:32;  1220;  1320; 
1420. 

At  0820  Tanya  Beckett  of  FT7V 
reports  live  from  UFFE  as  foe 
London  market  opens. 
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COMMENT  & ANALYSIS 


■ iSt 


PERSONAL  VIEW  ROBERTREICH 

The  wrong  war 

Like  generals  preparing  to  fight  the  old  war,  the  world’s  central  bankers  are  still 
obsessed  with  inflation.  They  should  be  looking  forward  to  the  real  enemy:  deflation 


Look  around  the 
world  and  what 
yon  see  are  identi- 
cal policies  in 
favour  of  trimmiDg  public 
spending1,  cutting  debt,  rais- 
ing interest  rates  and 
squeezing  money  supply. 

Euroland  has  made  deGcit 
reduction  the  ticket  to 
admissioa.  The  International 
Monetary  Fund  still  screams 
“austerity’"  at  any  hint  that 
capital  may  flee  a developing 
nation.  And  in  the  US,  the 
Delphic  and  venerable  Alan 
Greenspan,  the  US  Federal 
Reserve  chairman,  told  the 
Senate  banking  committee 
last  month  that  the  Fed 
would  continue  to  evaluate 
“whether  the  full  extent  of 
the  policy  easings  under- 
taken last  fall  to  address  the 
seizing-up  of  financial  mar- 
kets remains  appropriate  as 
those  disturbances  abate". 
Translated:  If  we  do  any- 
thing over  the  next  few 
months,  it  will  be  to  raise 
short-term  interest  rates. 

The  (JS  bond  market 
responded  by  pushing  up 
long-term  rates  by  nearly 
one-tenth  of  a percentage 
point 

What  we  have  here  is  a 
perfect  example  of  the  gener- 
ational Law  of  Living  Mem- 
ory. The  current  generation 
of  world  leaders  was  trauma- 
tised by  double-digit  infla- 
tion in  the  1970s.  This 
occurred  when  they  were 
young  adults  (Bill  Clinton. 
Gerhard  Schrdder.  Tony 
Blair),  or  middle-aged  fogeys 
(Mr  Greenspan). 

None  of  them  has  a living 
memory  of  the  early  1930s, 
when  deflation  and  depres- 
sion  haunted  the  world.  The 
generation  that  directly 
experienced  the  Depression 
fell  under  the  sway  of  John 
Maynard  Keynes  - "We  are 
all  Keynesians  now."  Rich- 
ard Nixon  famously  pro- 
claimed - because  Keynes 
understood  the  proclivity  of 
businesses  to  underinvest, 
from  time  to  time,  relative  to 
the  productive  capacity  of  a 
nation.  Inadequate  demand 
was  a greater  threat  than 
excessive  demand. 

It  should  not  be  surpris- 
ing. then,  that  the  Law  of 
Living  Memory  should  bias 


this  generation  towards 
wanting  to  pre-empt  infla- 
tion rather  than  deflation. 
Yet  the  latter  condition  is  as 
dangerous  as  the  former, 
and  arguably  more  so  under 
current  circumstances. 

It  was  not  long  ago  that 
Mr  Greenspan  was  warning 
Americans  that  the  US  could 
not  remain  prosperous  if  the 
rest  of  the  world  was  in  trou- 
ble - but  that  was  then. 

Now.  Mr  Greenspan  says 
that  while  the  Fed  must  take 
into  account  the  impact  of 
global  problems  on  tbe  US 
economy,  interest  rates 
should  not  be  set  for  the  ben- 
efit of  other  countries.  As 
long  as  things  are  chugging 
right  along  here,  the  Fed 
will  continue  to  watch  out 
far  inflation,  not  deflation, 
and  the  rest  of  the  world  be 
damned. 

This  is  dangerous  talk. 
The  average  inflation  rate  in 
the  Group  of  Seven  leading 
industrial  economies  is  1 per 
cent,  the  lowest  in  half  a 
century.  Inflation  in  most  of 


the  US  locomotive. 

Inflation  in  tbe  US  is  at  its 
lowest  for  more  than  a gen- 
eration, and  there  is  no  sign 
of  it  accelerating.  More  to 
the  point,  the  US  economy  is 
more  vulnerable  than  Mr 
Greenspan  may  think  (or 
publicly  concede).  US  con- 
sumers are  deliriously  happy 
about  what  has  been  hap- 
pening .on  Wall  Street,  as  the 
value  of  their  stock  portfo- 
lios has  soared  over  the  last 
three  years.  But  apart  from 
their  paper  holdings,  no  one 
Is  saving  a thing.  Consumer 
and  credit  card  debt  is  at 
record  levels  and  personal 
bankruptcies  are  legion. 
Because  of  all  the  buying, 
unemployment  is  also  down 
to  record  low  levels,  which 
encourages  consumers  to 
buy  even  more. 

This  virtuous  circle  - con- 
sumer ebullience  fired  by 
soaring  stock  values,  which 
continue  to  soar  because 
consumers  are  buying  so 
much,  which  lowers  unem- 
ployment and  thus  fires 


If  Bill  Clinton  could  counterbalance 
the  Fed’s  inflation  hawkishness,  there 
would  be  less  concern.  But  US  fiscal 
policy  has  vanished 


Europe  is  close  to  zero,  but 
unemployment  among  the 
Euro-11  is  10.7  per  cent. 
Japan's  economy  is  turning 
into  a shrivelled  raisin. 
Prices  are  dropping  across 
much  of  east  Asia,  including 
China.  Russia  remains  a bas- 
ket case,  and  the  outlook  in 
Latin  America  is  poor  to 
bad. 

American  consumers  are 
about  tbe  only  large  group  of 
people  left  in  the  world  wbo 
are  diligently  buying.  It 
would  be  only  a slight  exag- 
geration to  say  that  Ameri- 
can consumers  have  become 
the  engine  of  the  world  econ- 
omy. Mr  Greenspan  is  think- 
ing about  throwing  less  coal 
Into  the  engine  box. 

Even  if  the  rest  of  the 
world  were  fine,  a case 
could  be  made  for  continu- 
ing to  pile  coal  on 


more  ebullience  - could  turn 
vicious.  Such  was  the  danger 
last  August  and  September 
when  the  US  stock  market 
plunged  on  news  of  Russia's 
default  and  Brazil's  troubles. 

Mr  Greenspan  and  com- 
pany wisely  lowered 
short-term  rates  by  IV* 
points  and  got  the  wheels 
spinning  in  the  right  direc- 
tion again.  They  now  fear 
they  may  have  gone  too  far. 
But  raising  rates  any  time 
soon  - even  proclaiming  the 
likelihood  of  a rate  rise  - 
could  cause  the  locomotive 
to  slow,  and  thus  stop  the 
global  economy  dead  in  its 
tracks. 

Mr  Greenspan  is  only  one 
member  of  the  Federal 
Reserve  Board's  12-member 
Open  Market  Committee, 
albeit  the  most  influential 
member.  Even  If  be  wished 


LETTERS  TO  THE  EDITOR 
Japan  and  the  pill:  debate  fosters  transparency 


to  ease  up  on  short-term 
rates,  Mr  Greenspan  would 
have  to  convince  a majority 
of  his  colleagues  of  the  wis- 
dom of  doing  so.  Some  mem- 
bers, like  Jerry  Jordan  and 
William  Poole,  are  extreme 
inflation  hawks.  They  worry 
about  little  else. 

If  the  US  still  possessed  a 
fiscal  policy  capable  of 
counterbalancing  the  Fed’s 
Inflation  hawkishness,  there 
would  be  less  reason  for  con- 
cern. But  US  fiscal  policy 
has  vanished-  Mr  Clinton  is 
now  arguing  that  the  US  fed- 
eral budget's  projected  sur- 
pluses should  be  used  to  pay 
down  America’s  public  debt 
over  the  next  15  years, 
reducing  ft  from  45  per  cent 
of  gross  national  product  to 
7 per  cent.  Republicans  pre- 
fer a tax  cut.  Republicans 
thus  have  become  the  party 
of  Keynes;  the  president,  the 
lineal  descendant  of  Republi- 
can Calvin  Coolidge. 

But  the  world  economy  is 
more  intertwined  than  it  has 
been  In  a century.  Asia  and 
Latin  America  (aided  by 
global  companies)  have  built 
significant  productive  capac-  , 
ity,  much  of  which  now  lies 
dormant.  At  the  same  time, 
advanced  economies  depend 
to  a greater  extent  than  ever 
before  on  exports  to  develop- 
ing nations,  which  are  rap- 
idly declining. 

Deflation  in  one  major 
part  of  the  global  economy 
will  surely  lead  to  deflation 
in  the  rest. 

At  the  very  least,  the  US 
needs  a clearer  view  of  the 
whole,  and  a greater  willing- 
ness to  accept  the  risk  of  the 
new  threat  of  global  defla- 
tion. 

Fiscal  and  monetary  poli- 
cies in  all  major  economies, 
along  with  policies  promoted 
by  tbe  IMF  for  developing 
nations  in  distress,  must 
consider  the  totality  of 
global  supply  and  demand  - 
and  do  so  without  a genera- 
tional bias.  Even  Mr  Green- 
span would  be  wise  to  widen 
his  sights. 

The  author,  a former  US  sec- 
retary of  labor,  is  the  Hexter 
professor  of  social  and  eco- 
nomic policy  at  Brandeis 
University 


From  Yasutomo  Yoritaka. 

Sir,  Your  article  on 
Japan’s  disgraceful  handling 
of  a low-dose  contraceptive 
pill  is  timely  and  highlights 
several  important  aspects  of 
this  ongoing  debate  (“Time 
to  sweeten  the  piE",  Febru- 
ary 27-28). 

Although  you  demand  a 
slight  stretch  of  logic  by 
claiming  that  the  contracep- 
tive debacle  suggests  that 
“Japan  remains  a male  ger- 
ontocracy", you  rightly  point 
out  that  the  powerful  voice 
of  some  social  conservatives 


in  tbe  Diet  (parliament)  has 
played  a role  In  delaying  the 
balanced  assessment  and 
approval  of  tbe  pflL  Some  of 
their  arguments  - for 
instance,  tbe  country's 
declining  fertility  and  the 
risk  of  an  increase  in  sexu- 
ally transmitted  diseases  - 
touch  on  issues  that  are  of 
genuine  and  legitimate  con- 
cern for  the  Japanese  public. 

However,  these  issues  can 
be  more  effectively  dealt 
with  through  other  policy 
measures  - say,  by  ensuring 
greater  maternity  rights  for 


working  women  and  promo- 
ting higher  awareness  of 
STDs.  Most  of  the  other, 
often  moral  or  pseudo-reli- 
gious arguments  against  the 
pill.  Including  the  notorious 
claim  that  it  would  have 
negative  effects  on  women’s 
“moral  behaviour”,  are  plain 
absurd.  It  is  hard  to  imagine 
a moral  or  religious  princi- 
ple that  speaks  against  preg- 
nancy prevention  and  yet 
turns  a blind  eye  to  abor- 
tions on  demand. 

The  good  news  is  that  the 
public  debate  inside  and  out- 


side Japan  is  finally  forcing 
the  bureaucrats  at  the 
health  and  welfare  ministry 
to  re-examine  its  approval 
policy  and  to  reflect  the 
wishes  of  the  public.  Perhaps 
at  the  end  of  this  sorry  saga 
we  will  see  a fairer  and  mare 
transparent  policymaking 
apparatus  at  the  ministry  - 
and  greater  sexual  freedom 
for  Japanese  women  and 
men. 

Yasutomo  Yoritaka. 

24  Peabody  Terrace, 
Cambridge,  MA  02138,  US  - 


FDA  fully  assessed  Monsanto  products 


From  Atr  Stephen  Waters, 

Sir,  S.  Leubuscher's  com- 
ments (Letters,  February  26) 
imply  that  the  Food  and 
Drug  Administration  was 
not  involved  in  the  assess- 
ment of  the  safety  of  Mon- 
santo’s Roundup  Ready 
soyabeans  and  insect- 
protected  maize.  In  fact,  the 
FDA  fully  reviewed  the 
safety  and  nutritional  assess- 
ments conducted  with  bath 
products. 

The  FDA  concluded  that 
Roundup  Ready  soyabeans 
and  Monsanto’s  insect-pro- 
tected maize  were  not  mate- 
rially different  to  other  soya- 
beans or  maize.  In  addition, 
the  US  department  of  agri- 
culture reviewed  both  prod- 


ucts for  any  potential  agri- 
cultural or  environmental 
impart  Only  than  did  they 
grant  permission  for  them  to 
be  grown  and  used  as  any 
other  soyabeans  or  maize. 

Moreover,  extensive  data 
on  tbe  safety  and  composi- 
tion of  both  products  were 
provided  to  and  reviewed  by 
each  of  the  European  Union 
member  state  regulatory 
authorities. 

Following  this  review  pro- 
cess, Roundup  Ready  soya- 
beans and  Monsanto's 
insect-protected  maize  were 
approved  for  use  in  the  EU. 

The  regulatory  authorities 
in  many  other  countries 
including  Canada.  Brazil. 
Argentina.  Mexico  and 


Japan  also  reached  the  same 
conclusion  of  equivalence  to 
other  soyabeans  or  maize. 

Safety  assessments  are 
conducted  according  to 
guidelines  for  transgenic 
plant  products  developed  by 
tbe  World  Health  Organisa- 
tion/Faod  and  Agriculture 
Organisation,  the  Organisa- 
tion for  Economic  Coopera- 
tion and  Development,  and 
regulatory  authorities 
around  the  wbrld. 

Stephen  Waters, 
director  of  regulatory 
affairs, 

Monsanto  Europe. 

Avenue  de  Tervuren 
270-272. 

1150  Brussels,  Belgium  I 


US  must  not  give  in  to  China  over  missile  shield 


From  Mr  Vincent  Wei-cheng 
Wang. 

Sir.  Beijing's  veiled  threat 
to  transfer  missile  technol- 
ogy to  third  countries  con- 
tinues her  disturbing  pat- 
tern: threatening  to  play  a 
spoiler  role  as  a bargaining 
chip  (report.  February  26). 

The  US  should  refuse  Chi- 
na's demands.  The  proposed 
Theatre  Missile  Defense 
(TMD)  is  defensive  in  nature. 
If  China  has  no  offensive 
intentions  (say,  against 
Taiwan),  why  should  she 
oppose  it? 


China's  missile  "tests" 
against  Taiwan  in  1996. 
which  caused  the'  US  to 
intervene,  made  it  obvious 
that  Taiwan,  US  troops  in 
the  region  and  neighbouring 
countries  sorely  needed 
“defences  from  the  sky". 
According  to  recent  reports 
in  the  FT,  China  has  since 
greatly  increased  the  num- 
ber of  missiles  aimed  at 
Taiwan.  This  will  only  raise 
the  costs  of  US  intervention 
in  Chin a-Tai wan  conflict. 

Therefore,  of  the  three 
options  for  the  US  - defend- 


ing Taiwan  against  a much 
stronger  and  assertive 
China,  aiding  Taiwan  with 
offensive  missiles,  and  aid- 
ing Taiwan  with  defence 
from  Chinese  missiles  - 
including  Taiwan  in  tbe 
TMD  seems  to  entail  the 
least  costs,  as  long  as  China 
still  refuses  to  renounce 
force  against  Taiwan. 

Vincent  Wei-cheng  Wang, 
assistant  professor  of 
political  science. 

University  of  Richmond. 
Richmond,  VA  23173,  US 


Glare  of 
publicity  will 
curb  fraud 

From  Mr  Richard  Lucas. 

Sir,  Jacques  Santer,  the 
president  of  the  European 
Commission,  is  to  be  com- 
mended in  making  such  a 
public  commitment  to  open- 
ness in  Investigation  of 
European  Union  fraud 
(“Thumbs  up  for  reform", 
February  26).  Can  we  expect 
the  following  simple  and 
effective  measure  to  stop 
abuses? 

All  successful  proposals 
for  consultancy  (whether 
corporate  or  individual), 
together  with  the  resulting 
report  submitted,  should  be 
uploaded  to  a dedicated  EU 
web  site.  Consultants  would 
be  able  to  demonstrate  that 
they  provide  quality  advice 
and  expertise  at  reasonable 
cost.  The  EU  could  prove 
that  consultancy  reports 
commissioned  were  a good 
use  of  taxpayers'  money.  EU 
citizens  would  marvel  at  the 
skills  of  their  colleagues  in 
consulting.  The  bright  light 
of  publicity  would  do  more 
good  than  any  number  of 
independent  investigators. 

Richard  Lucas, 

SEE 

Lambrook  House, 

East  Lambrook, 

Somerset  TA13  5HW.  UK 
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Software  Winner 


e 1938  Comte  s&iccoj*;  Kerfonma  tm  M nfmciti'M'.  Jlmflofl  emoaw. 


By  wiring  toe  1998  Fwmula  One 
Championship.  McLaren  proi/ed 
themsahes,  once  again,  one  of  Ihe 
winningest  teams  h Formula  One 
history.  But  that's  no  surprise  to  us. 

Since  1966.  McLaren  las  won 
eight  Constructor's  Wold  Champs 
onstups.  ten  Driver's  World  Champi- 
onships and  more  tftsi  700  Grands 
Pro.  Not  to  mention  tome  Indtonapo- 
lis  500  wins,  the  LeMans  24  hotr 
endurance  race  and  Crre  cortseolive 
Can-Am  sports  car  Mies. 


West  McLaran  Mercedes 


TECHIIOLOGV  PARTNER 


“To  ymn  consistentty.  you  have 
to  taw  the  test.  That's  why  we've 
teamed  up  with  Computer  Associ- 
ates,' says  Ron  Dennis,  Managing 
Director  lor  McLaren  International 
Unde  a technology  partnership, 
the  West  McLaren  Mercedes  Formula 
One  Team  and  CA  have  developed  an 
mnevatiw  new  solution  that  gives  the 
racing  team's  engineers  Ihe  ability 
lo  easily  assess  and  analyze  The 
Formula  car's  performance  data. 

Bull  around  CA's  Umcenla  TNG", 
the  progam  can  monitor  the  teleme- 
try date  ttialtoe  race  car  transmits  to 
the  pits  white  il's  racing.  Everytlmg 
from  torottfc  response  to  brate  pres- 
sure lo  even  the  G-  forces  ewried  on 
a driver.  U mounter  TNG  then  dsptays 
the  data  through  its  award-winning 
3-D.  Real  World  Interface" 

■I  haw  a favorite  saymg.  itial  is, 
lo  come  in  second  ts  ra  be  toe  first 
at  toe  losers. " says  Ron  Dennis. 

'At  McLaren  we  re  interested  arty 
in  winning,  and  we  associate  our- 
selves only  with  naming  companies 
Wfth  Computer  Associates  and 
McLaren,  we  have  iwo  winning 
companies  starring  a common  goal 
and  common  partnership.' 


(Computer 

Associates 

Software  superior  by  design. 


The  North  Atlantic 
Treaty  Organisa- 
tion’s summit  in 
Washington  on 
April  23-25  promises  to  be  a 
grand  celebration  of  the  alli- 
ance's first  50  years  - pro- 
vided that  efforts  to  stopthe 
Kosovo  conflict  are  success- 
ful. But  it  is  unlikely  that 
the  "largest  collection  of  for- 
eign leaders  ever  to  assem- 
ble in  Washington"  will  do 
much  new  to  chart  the 
course  of  transatlantic  rela- 
tions for  the  21st  century. 

On  current  plans,  the  Nato 
summit  will  not  invite  any 
more  central  European  coun- 
tries to  join  the  alliance,  nor 
even  decide  when  next  to  do 
so.  Instead,  it  will  issue  a 
“vision  statement"  and 
revise  its  "strategic  concept" 
(the  basic  set  of  principles 
on  which  the  alliance  rests). 
These  changes  are  both 
more  about  codifying  what 
has  already  been  done  than 
providing  new  ideas  for  the 
future.  None  of  it  is  espe- 
cially ambitious  or  eye- 
catching for  a meeting  billed 
as  ushering  in  Nate's  next 
half-century. 

With  this  prospect,  the 
allies  need  to  supplement 
the  military  dimensions  of 
transatlantic  relations.  Most 
pertinent  are  economic  ties 
across  tbe  Atlantic  and 
extending  deep  Into  central 
Europe  and  Russia.  But  eco- 
nomic issues  are  never 
Included  on  a Nato  agenda, 
even  at  the  summit;  they  are 
fenced  off  from  the  military 
alliance  and  jealously 
guarded  by  the  European 
1 Union  and  a phalanx 
of  transatlantic 

institutions. 

There  is  a direct  and  sim- 
ple answer  to  augment  tbe 
Nato  summit  with  an  eco- 
nomic meeting  of  heads  of 
state  and  government  - pre- 
cisely, a full  EU  summit  con- 
vened in  Washington  on 
April  36.  the  day  after  the 
Nato  talks  conclude.  The  US 
and  other  non-EU  Nato  aides 
would  be  Invited  to  take 
part,  and  there  would  be  a 
separate  session  to  draw  in 
tbe  27  other  members  of 
Nato's  Partnership  for 
Peace. 

The  merits  are  obvious. 
An  EU  summit  in  Washing- 
ton. hard  upon  the  Nato 
meeting,  would  bring 
together  all  the  transatlantic 


PERSONAL  VIEW  ROBERT  E.  HUNTER 

Summit  of  summits 

The  EU  should  use  Nato's  50th  anniversary  summit  In  Washington 
next  month  to  co-ordinate  the  two  institutions'  policies 


countries  to  consider  every 
key  dimension  of  the 
long-term  relationship  - 
political,  military,  and  eco- 
nomic. (Only  Ireland  will  not 
be  in  Washington  anyway, 
since  other  EU  states  belong 
either  to  Nato  or  its  Partner- 
ship for  Peace.)  This  would 
permit  discussion  of  tbe  full 
range  of  matters  on  the  21st 
century  agenda  and  show 
how  they  relate  to  one 
another  - exploring  connec- 
tions. for  example,  between 
tbe  expansion  of  the  EU  and 
that  of  Nato,  or  between 
Nato’s  military  requirements 


the  years  ahead,  and  - In  the 
bargain  - generates  some 
media  and  popular  interest 
that  is  lacking  in  the  current 
plans  for  the  Nato  summit. 

The  twin  summits  would 
also  start  breaking  down  the 
artificial  barrier  between 
Nato  and  the  EU.  Remark- 
ably. these  two  institutions, 
botb  based  in  Brussels,  still 
behave  as  though  they  lived 
on  different  planets.  They 
have  no  formal  contacts,  no 
exchanging  of  ideas.  Even 
individual  governments  on 
both  sides  of  the  Atlantic 
tend  to  divide  their  bureau- 


Nato  has  a history  of  pulling  the  two 
sides  of  the  Atlantic  together  and  can 
help  reduce  stress  in  economic 
relations  as  the  EU  deepens  its 
integration 


and  defence  industry 
co-operation  among  EU 
members.  The  EU  and  Nato 
could  review  and  reinforce 
their  complementary  efforts 
to  include  central  European 
states,  to  reach  out  to  Rus- 
sia, and  to  take  full  advan- 
tage of  high  technology  and 
the  information  revolution. 

Nato  and  tbe  EU  would 
then  agree  on  a joint  Decla- 
ration of  Washington  that 
truly  covers  the  waterfront, 
integrates  all  the  key  issues, 
sets  transatlantic  goals  for 


crats  into  political-military 

and  the  political-economic 
tracks  for  their  entire 
careers. 

Despite  radical  changes 
taking  place  in  continental 
Europe.  Nato  and  the  EU 
still  tend  to  ignore  the  fact 
that  both  are  involved  in 
central  Europe  and  Russia, 
both  are  taking  in  new  mem- 
bers, both  liave  a stake  in 
the  former  Yugoslavia,  and 
both  play  roles  in  promoting 

European  "security"  in  its 
broadest  sense.  This  last 


point  was  further  under- 
scored by  last  December's 
Anglo-French  agreement  at 
St  Mala,  which  foresees  the 
ElTs  direct  role  in  defence 
matters. 

Holding  twin  summits  in 
Washington  would  send  a 
clear  signal  that  Nato  and 
the  EU  must  henceforth 
start  working  together  in 
practice.  This  would  also 
help  both  sides  of  the  Atlan- 
tic reduce  the  risk  of  corro- 
sive economic  competition 
across  the  Atlantic.  Nato  has 
a history  of  pulling  the  two 
sides  of  the  Atlantic  together 
andean  help  reduce  stress  in 
economic  relations  as  the  EU 
deepens  its  integration. 

There  wiD  be  objections  to 
marrying  Nato  and  EU  sum- 
mits, but  these  centre  on 
outdated  institutional  pre- 
rogatives, mostly  on  the 
Europeans'  part  Some  resist 
any  encroachment  on  the  EU 
by  Nato,  with  its  inherent 
American  leadership,  while 
Europe  tries  to  build  its  own 
integrity.  They  prefer  to 
keep  apart  the  Nato  summit 
and  the  semi-annual  meet- 
ings or  the  US  and  European 
Council  presidents  - but 
that  has  the  effect  of  robbing 
them  of  any  relationship  in 
the  public  eye. 

Such  objections  are 
not  very  important, 
however,  measured 
against  the  E(Ts  ris- 
ing confidence  in  its  own 
institutional  success,  the 
opportunity  provided  by  this 
proposal,  and  the  compelling 
need  for  these  two  institu- 
tions to  address  similar 
issues  together.  In  feet,  this 
joining  of  summits  should 
become  a standard  feature  of 
Nato-EU  co-operation  and 
also  be  reflected  in  new 
working  relations  between 
them  in  Brussels.  And  the 
US  should  take  the  lead  by 
tying  its  Brussels  missions 
to  Nato  and  the  EU  closer 
together. 

The  Atlantic  summit  for 
the  millennium:  to  make  it 
happen  win  require  imagina- 
tion and  leadership  on  both 
sides  of  the  Atlantic  that 
matches  the  shared  tasks 
ahead. 

The  author  is  a senior 
adinser  at  the  Rand  Corpora- 
tion and  a former  US  ambas- 
sador to  Nato 
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Time  to  back 
Iran’s  reformers 


Mohammad  Khatami,  Iran's 
reformist  president,  has  demon- 
strated once  again  that  he  has 
overwhelming  popular  support  in 
trying  to  bring  the  20-year-old 
Islamic  revolution  under  demo- 
cratic accountability  and  the  rule 
of  law.  The  west  must  now  do  its 
utmost  to  bolster  his  position. 

The  results  emerging  from  last 
Friday's  first  nationwide  elec- 
tions for  municipal  government 
show  that  the  reform  coalition  is 
intact  and  on  the  march.  With 
the  outcome  still  Incomplete,  it 
looks  as  though  Khatami  has 
won  over  70  per  cent  of  the  seats, 
in  the  same  way  that  he  won 
over  70  per  cent  of  the  presiden- 
tial vote  21  months  ago  - on  a 
turnout  of  90  per  cent 

Iran's  orthodox  tbeocrats  were 
— and  remain  - stunned  by  the 
sheer  scale  of  that  victory.  Now 
it  has  happened  to  them  again, 
and  the  armies  of  youngsters  and 
women  who  elected  Khatami 
have  this  time  been  electing 
themselves;  some  significant 
councils  will  be  either  majority 
or  totally  controlled  by  women. 

For  all . that  the  hardliners 
retain  control  of  key  levers  of 
power  - foreign  and  defence  pol- 
icy, the  intelligence  services  and 
judiciary  - they  have  been  mas- 
sively rejected  by  the  Iranian 
people.  The  reformists,  moreover, 
have  refused  to  succumb  to  a 
campaign  of  intimidation, 
obstruction  and  - in  recent 
months  - assassinations. 

The  bloody  turn  of  recent 
events  appears  to  have  followed 


Dismal  business 


If  the  European  consumer  is 
cheerful,  European  business  is 
not  - an  understandable  conse- 
quence of  the  poor  outlook  for 
European  exports  since  the  onset 
of  the  Asian  crisis.  But’  could  it 
be  more  than  that?  Might  the  left- . 
ward  political  shift  in  Europe’s 
four  largest  economies  be  a con- 
tributory factor  in  the  decline  of 
business  confidence? 

In  Germany,  where  the  loss  of 
economic  impetus  has  been  most 
conspicuous,  business  is  in  a 
state  of  shock  over  tax  changes 
proposed  by  Oskar  Lafontaine, 
the  finance  minister.  These  shift 
the  burden  of  tax  from  middle- 
and  low-income  households  on  to 
the  corporate  sector. 

Already  RWE,  the  German 
energy  and  industrial  conglomer- 
ate, has  threatened  to  review  its 
domestic  investment  plans,  com- 
plaining that  German  utilities 
lace  an  increase  in  their  tax  bfil 
of  DM25bn  (?13.9bn).  This  arises 
from  a new  impost  on  reserves. 
Veba,  the  energy  group,  has 
made  similar  noises.  And  Allianz, 
the  German  insurance  giant,  is 
talking  about  moving  some  of  its 
operations,  and  maybe  even  its 
head  office,  abroad. 

At  first  sight,  the  protest  seems 
disproportionate.  Despite  , a high 
headline  rate  of  corporation  tax, 
company  tax  revenues  in  Ger- 
many are  among  the  lowest  in 
Europe  as  a percentage  of  gross 
domestic  product  thanks  to  a 
plethora  of  allowances. 


Yet  the  timing  of  the  tax 
changes  is  undeniably  perverse. 
Shifting  the  burden  from  buoyant 
consumers  on  to  depressed  busi- 
ness looks  ill-judged,  especially 
in  the  light  of  recent  excessively 
generous  wage  settlements. 
Given  the  Inability  of  German 
industry  to  pass  on  higher  costs 
in  higher  prices,  this  points  to  a 
profits  squeeze  and,  in  due 
course,  lost  jobs.  i 

An  opportunity  has  been  I 
thrown  away  in  that  the  thrust  of 
the  changes  is  towards  revenue 
raising  and  redistribution  rather 
than  economic  efficiency.  In  an 
economy  so  short  of  business 
dynamism  Mr  Lafontaine  should 
have  aimed  at  a big  reduction  in 
the  headline  rate  of  tax  in 
exchange  for  rationalisation  of 
the  allowances  and  a sharpening 
of  entrepreneurial  incentives. 

It  is  too  early  to  talk  about  a , 
wider  move  to  milk  European 
business,  although  the  UK  has 
seen  a similar  raid  on  the  corpo- 
rate sector.  But  there  is  clearly  a 
danger,  as  evidenced  by  the 
renewed  hankering  for  tax  har- 
monisation among  leftwing  EU 
governments.  As  Sweden  has 
shown  - pace  Mr  Lafontaine  - 
excessive  taxes  on  industry  can 
drive  business  and  jobs  offshore. 

What  continental  Europe  badly 
needs  after  years  of  slow  growth 
is  tax  reform  geared  to  dynamfs-  | 
ing  the  supply  side  of  the  eoon-  i 
omy  and  avoiding  ill-conceived 
harmonisation.  1 


Africa’s  poison 


Ka&fet*  Ti 


The  killing  of  at  least  11  people, 
including  eight  tourists,  in  a 
remote  game  park  in  western 
Uganda,  is  more  than  an  act  of 
random  banditry.  It 
should  bring  home  to  the  outside 
world  the  brutal  reality  of  a geno- 
cide and  civil  war  that  the  west 
has  sought  to  keep  at  a distance. 

The  genocide  in  the  tiny  hut 
overpopulated  state  of  Rwanda, 
in  which  the  majority  Hutu 
people  massacred  up  to  lm  ethnic 
Tutsis  in  just  100  days  in  1994. 

hag  continued  to  destabilise  the 

whole  of  central  Africa.  Next 
door,  the  vast  expanse  of  the 
Congo,  formerly  Zaire,  is  a politi- 
cal vacuum,  riven  by  civil  war, 
since  the  collapse  of  the  corrupt 
regime  of  Mobutu  Sese  Seko.  It 
has  sucked  in  the  conflict  from 
neighbouring  Rwanda,  and  pro- 
vided space  and  .oxygen  for  Chat 
bitter  confrontation  toflourish. 

The  poison  in  central  Africa 
has  now  spread  to  Zimbabwe, 
which-  has  sent  several  thousand 
troops  to  support  the  beleaguered 
regime  of  Laurent  Kabila  against 
his  former  Tutsi  and  Ugandan 
allies.  Angola,  itself  wracked  by 
civil  war,  has  been  pulled  in  from 
the  south-west,  again  to  back 
Kabila,  a weak  head  of  state  who 
overthrew  Mobutu  more  thanks 
to  the  rottenness  of  the  oia 
regime  than  to  his  leadership. 

The  killings  in  Uganda  were 
the  work  of  the  notorious  Intera- 
hamwe  Hutu  militia,  responsible 

for  the  genocide  in  ana 


sjpM»  then  roaming  the  Congo  as 
a homeless  band  of  murderers 
still  hoping  to  recover  power.  In 
Rwanda  itself,  the  Tutsi  minority 
now  runs  the  country,  but  cannot 
allow  genuine  democracy,  for 
fe»r  of  being  once  again  victims 
erf  slaughter. 

As  for  Uganda,  it  is  paying  a 
high  price  for  its  role  as  the 
backer  of  the  Tutsi  people,  and 
through  erf  Mir  Kabila  when 
he  first  seized  power.  Yoweri 
Museveni,  the  widely  rrapected 
Ugandan  president,  sought  to 
play  the  role  of  regional  power 
broker,  and  is  suffering  the  con- 
sequences. The  economic  recov- 
ery of  his  country,  seen  as  a 
potential  model  for  many  other 
African  states.  Is  being  under- 
mined by  the  security  threats 
from  across  his  borders. 

It  is  not  just  that  the  civil  war 

in  the  Congo  is  being  made  worse 
by  the  involvement  of  outsiders. 
They  in  turn  risk  being  destabil- 
ised. In  Zimbabwe,  Robert 
Mugabe,  the  president,  faces  a 
growing  backlash  against  the 
cost  of  his  ill-conceived  decision. 

This  is  a complex  African  prob- 
lem that  requires  an  African 
solution.  The  non-African  world 
cannot,  and  should  n°t-Jnter* 
vene.  It  should,  if  asked,  be  pre- 
pared to  play  the  role  of  an  hon- 
St  broker.  And  those  who  have 
provided  military  MMStance 
must  be  left  in  no  doubt  that 
they  have  made  matters  worse 
for  all  concerned. 


COMMENT  & ANALYSIS 


the  Khatami  government's 
attempts  to  start  auditing  the 
theocrats'  material  interests, 
which  control  about  85  per  cent 
of  Iran’s  economy.  It  is  in  this 
sphere  that  the  west  ran  no  lon- 
ger stand  aside  if  it  wants  reform 

to  triumph  in  Iran. 

Iran  needs  to  create  nearly  lm 
Jobs  a year  for  its  very  young 
population  and,  with  oil  prices 
now  at  a 13-year  low,  it  desper- 
ately needs  investment  The  pres- 
ent mafia-like  structure  of  the 
economy  is  a big  impediment. 
But  so  too  are  US  attempts  to 
isolate  Iran  by  sanctions. 

Admittedly,  the  US  administra- 
tion has  acknowledged  that  the 
Iran  Libya  Sanctions  Act  (Tlsa), 
which  purports  to  punish  foreign 
companies  investing  in  Iran,  is 
unenforceable.  Elf  Acquitaine  erf 
France  and  Eni  of  Italy  - which 
President  Khatami  will  be  visit- 
ing next  week  - have  just  under- 
lined this  with  a new  $lbn  invest- 
ment in  an  offshore  oilfield. 

But  at  a time  when  Tehran  is 
opening  to  the  world  - even 
considering  equity  stakes  in  its 
oil  industry  - the  US  is  deterring 
investment  and  withholding 
recognition  of  the  international 
stature  Khatami  needs  to  succeed 
at  home. 

The  Clinton  administration  is 
strapped  by  visceral  congressio- 
nal opposition  to  Iran.  But,  along  1 
with  its  European  allies,  it  i 
should  now  be  searching  for  the  j 
sort  of  gestures  and  actions  that 
can  underpin  President  Khatami 
rather  than  undermine  him. 
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At fit 


As  the  giant  fair- 
skinned bull  slowly 
rises  from  his  straw 
bed  and  lazily  shakes 
his  haunches,  the  crowd  falls 
silent.  Then  his  handler  begins  to 
comb  the  long  blond  hairs  at  the 
end  of  his  tail  into  a fine  bouffon. 
forcing  a gasp  of  awe  from  par- 
ents and  children  alike. 

TTiis  monstrous  bovine  cham- 
pion is  one  of  the  stars  of 
France's  annual  international 
agricultural  show  being  staged 
this  week  in  Paris.  It  is  the  coun- 
try’s most  popular  fain  fanners 
meet  to  exchange  gossip  and 
show  off  their  stock  while  the 
country's  urban  population 
makes  an  annual  pilgrimage  to 
renew  its  emotional  and  senti- 
mental links  with  rural  France. 

This  national  sympathy  for  the 
farmer  - the  repository  of  essen- 
tial French  values  - has  allowed 
the  farming  lobby  to  acquire  a 
political  weight  well  beyond  its 
economic  importance.  No  recent 
French  government  has  dared  go 
against  this  lobby  whose  privi- 
leges have  been  enshrined, 
through  a system  of  generous 
subsidies,  in  Europe’s  Common 
Agricultural  Policy  <CAP). 

’ But  Jacques  Chirac,  the  French 
president,  and  the  Socialist-led 
government  of  Lionel  Jospin  face 
an  awkward  choice.  Should 
defence  of  French  agricultural 
interests  be  allowed  to  weaken 
the  Franco-German  axis,  the  pil- 
lar of  Paris'  European  policy,  and 
in  so  doing,  damage  the  credibil- 
ity of  co-operation  in  managing 
the  new  single  currency? 

A dispute  over  how  to  reform 
agricultural  spending  has  flared 

European  politics  brings 
out  the  bruiser  in  Gerhard 
Schrftder,  Germany’s 
chancellor,  as  the  French  have 
discovered  on  agricultural  pol- 
icy. He  is  unafraid  of  pursuing  a 
national  interest  - namely,  a cut 
in  Germany's  net  contribution  to 
the  European  Union  - even  when 
attempting  to  act  as  honest  bro- 
ker as  holds'  of  the  HU’S  rota- 
ting presidency. 

That  is  not  to  say  that  the 
Franco-German  axis  has  been 
undermined  in  Bonn's  eyes.  Mr 
Schrftder  and  Joschka  Fischer, 
foreign  minister,  argue  the  Hnk 
remains  ftiml^pnfaii  for  historic 
reasons  and  because  experience 


Barnyard  noises 

France’s  determination  to  keep  its  farmers  happy  by  refusing  to  budge  over  CAP  reform  has 
threatened  its  political  relationship  with  Germany,  says  Robert  Graham 


up,  pitting  France  against  Ger- 
many and  most  of  the  other  EU 
members.  It  is  taking  place 
against  the  background  of  Euro- 
pean diplomatic  uncertainty  fol- 
lowing the  replacement  of  the 
long-serving  Helmut  Kohl  as 
Chancellor  of  Germany.  It  has 
occurred  at  a time  when  the 
launch  of  the  euro  is  ushering  in 
a new  phase  of  European  integra- 
tion. The  result  is  not.  as  some 
have  suggested,  a deep  split 
between  France  and  Germany. 
Rather,  France  is  resisting  a new 
equilibrium  in  post-euro  Europe 
- and  agriculture  is  the  arena  in 
which  the  new  alignment  of 
forces  will  become  evident. 

Stabilising  heavy  form  expendi- 
ture is  a key  element  in  a broader 
shake-up  of  EU  finances  - the 
so-called  Agenda  2000.  France  is 
resisting  proposals  to  reduce  EU 
expenditure  on  agriculture  by 
shifting  part  of  the  burden  on  to 
national  budgets  and  rejects 
large-scale  cuts  in  guaranteed 
prices  for  fanners.  “Agriculture 
has  been  the  source  of  some  of 
the  community's  most  bitter 
rows  in  the  past,  and  obviously 
there  has  to  be  some  sort  of  com- 
promise," observes  a senior  Euro- 
pean diplomat.  “What  is  new  is 
that  France  finds  itself  in  the 
dock  with  the  Germans  wanting 
their  money  back." 

The  move  by  Gerhard  Schrod- 
er's government  to  reduce  Ger- 
many's role  as  the  biggest  net 
contributor  to  the  EU  budget 
merely  confirms  a policy  initi- 
ated by  Helmut  KohL  Neverthe- 
less, this  has  been  most  unwel- 
come in  Paris.  The  French  have 
been  the  biggest  beneficiaries  of 


EU  spending  on  agriculture, 
which  accounts  for  40  per  cent  of 
the  total  EU  budget.  Indeed,  the 
CAP  at  the  outset  almost  40  years 
ago  was  shaped  around  the  needs 
of  north  European  farmers,  of 
whom  the  French  were  largest 
contingent 

French  officials  recognise  they 
have  lo  make  concessions.  But  in 
France’s  unique  political  system 
of  “co-habitation",  neither  Mr 
Chirac,  himself  a former  agricul- 
ture minister  representing  the 
conservative  right,  nor  Mr  Jospin 
can  afford  to  “betray"  farmers. 
Yesterday,  in  a special  letter  to 
parliament  on  European  policy, 
Mr  Chirac  stressed  France’s  will 
to  play  tough.  This  suggests 
France  may  prefer  postponing 
any  accord  until  after  the  June 
elections  to  the  European  parlia- 
ment 

To  head  off  a domestic  back- 
lash, France  has  sought  to  link 
any  deal  on  agriculture  to 
concessions  wrung  from  other 
EU  members  on  the  Agenda  2000 
- making  the  British  accept  a cut 
in  their  famous  budget  rebate 
and  reducing  assistance  to  coun- 
tries like  Spain.  But  to  French 
dismay,  the  German  presidency 
has  made  no  such  direct  linkage, 
leaving  Paris  isolated. 

French  officials  have  played 
down  their  irritation,  but  in  pri- 
vate they  are  angered  over  the 
sudden  break  in  previously 
agreed  diplomatic  practice 
between  Bonn  and  Paris.  Wher- 
ever their  positions  have  differed 
on  EU  policy,  they  have  ham- 
mered out  common  lines  in 
advance  of  key  meetings,  or  at 
least  kept  each  other  informed  of 


their  respective  strategies.  This 
coordination  has  been  the  fuel 
for  the  Franco-German  engine 
driving  the  development  of  the 
EU.  Once  Paris  and  Bonn  have 
made  up  their  minds,  it  has  been 
difficult  for  others  to  disagree. 

Diplomats  attribute  part  of  the 
problem  to  the  inexperience  of 
the  Schrbder  government  and  the 
undue  haste  with  which  a ner- 
vous French  establishment  has 
sought  to  fill  the  void  left  by  the 
departure  last  autumn  of  Mr 
Kohl.  The  fact  that  France  and 
Germany  now  share  coalition 
governments  of  similar  leftwing 
hues  may  have  produced  a 
franker  dialogue;  but  most 
French  ministries  find  the 
exchange  of  information  with 
their  German  opposite  numbers 
often  confused  and  contradictory, 
according  to  insiders. 

“We  have  to  be  a bit  more 
patient.  We  after  all  had  our 
period  of  confusion  in  the  first 
two  years  of  the  Mitterrand  gov- 
ernment in  the  early  1980s,”  a 
French  official  said. 

However,  it  will  not  be  easy  to 
remove  a more  basic  French 
uncertainty  about  the  nature  and 
direction  of  the  new  Germany, 
which  shifts  its  capital  eastwards 
to  Berlin  this  year.  During  his  16 
years  in  power,  Mr  Kohl  never 
questioned  France  as  an  equal 
partner.  When  he  might  have 
challenged  French  dominance  of 
EU  institutions  at  the  onset  of 
the  1990s,  he  needed  the  endorse- 
ment of  Francois  Mitterrand,  the 
late  president,  for  the  reunifica- 
tion of  Germany. 

With  a generation  in  power, 
Paris  sees  Mr  Schroder  anxious 


Germany  bites  back 


suggests  agreement  between  the 
two  countries  is  essential  to 
European  integration. 

But  Mr  Schroder’s  style  is  dif- 
ferent from  that  of  his  predeces- 
sor, Helmut  Kohl.  Angelika 
Voile,  executive  editor  of  Inter- 
nationale Politik  magazine  jays 
there  ts  a “touch  of  the  British" 
to  Mr  Schroder's  pragmatism.  He 
thinks  of  himself  as  instinctively 
European,  “but  be  says  that  if  it 
has  worked  for  20  years  it 
doesn't  mean  it  will  work  for  the 
next  20  years". 


To  Germany,  the  Bonn-Paris 
axis  is  not  an  exclusive  relation- 
ship. Bonn  is  watching  closely 
the  UK's  hesitant  embrace  of  a 
more  European  integrationist 
agenda.  Mr  Schroder  would  per- 
haps prefer  to  be  more  like  Tony 
Blair  than  Lionel  Jospin.  It  is 
also  acknowledged  that  the  pack- 
age of  EU  financial  reforms 
known  as  Agenda  2000  will 
require  a consensus  between 
Europe’s  north  and  south,  as 
well  as  between  Bonn  and  Paris. 

Tensions  have  been  heightened 


by  Mr  Schroder’s  relative  inexpe- 
rience in  foreign  affairs.  The 
erratic  and  unpredictable  perfor- 
mance of  his  new  centre-left  gov- 
ernment has  evidently  played 
badly  in  Paris.  Oskar  Lafontaine, 
finance  minister,  has  executed 
about-turns  on  exchange  rates; 
Jurgen  Trlttin,  environment 
minister,  paid  little  heed  to 
French  sensibilities  as  he  sought 
to  stop  the  transport  of  German 
nuclear  waste  for  processing  in 
France.  (German  observers 
would,  however,  note  also  the 


OBSERVER 


Sound-bitten 

Schroder 

Gerhard  Schroder  may  be  trendy 
and  telegenic,  but  you  can  have 
too  much  of  a good  thing. 
Germany's  chancellor,  who 
received  plaudits  for  his 
performance  on  the  small  screen 
prior  to  his  election  win  last 
September,  has  recently 
collected  nothing  but  brickbats 
from  the  press  for  his 
appearances  on  several  of  the 
talk  shows  which  clutter  the 
country's  airwaves. 

Some  hti  pertinent 
commentators  have  even  asked 
whether  Mr  Schroder  is  in  fact 
just  a TV  personality  who 
pretends  to  govern  the  country  in 
the  moments  when  he's  not  on 
air. 

Of  course,  he's  far  too 
experienced  a statesman  to  take 
heed  of  such  bitchy  rantings  - 
especially  when  they  emanate 
from  the  keyboards  of  dreary 
newspaper  had®. 

So  the  announcement  that 
other  pressing  engagements 
have  forced  han  to  caned  an 
appearance  next  week  on  Herald 
Schmidt’s  Late  Afi gfit  Show,  one 
of  Germany’s  more  popular  chat 

shows,  strikes  Observer  as 

somewhat  strange.  As  does  the 
fact  that  MrSchrtder  is  now 
unlikely  to  take  the  commentary 
box  next  month  for  a Bundes&ga 
football  game. 

Then  again,  maybe  the  populist 
Mr  Schrftder  - who  didn't  get 


where  he  is  today  without  a keen 
sense  of  which  way  the  wind's 
blowing  - realised  there's  such  a 
thing  as  a sound-bite  too  far. 

Offside 

Members  of  the  British-Pofeh 
Chamber  of  Commerce  are  as 
sick  as  parrots.  Two  hundred 
football  fans  from  the 
Warsaw-based  chamber  have 
been  working  themselves  up  for 
March  27  when  England  play 
Poland  at  London's  Wembley 
Stadium.  But  they've  now  been 
told  they  don't  qualify  as  English 
supporters  and  must  apply  to  the 
Polish  authority  for  tickets. 

The  stadium  set  them  aside 
last  November,  when  the  trip  was 
first  planned.  But  the  subsequent 
change  of  heart  has  sparked 
increasingly  desperate  efforts 
from  British  diplomats  in  Warsaw 
to  get  the  businessmen  through 
the  turnstiles. 

But  Poland  says  the  6,200 
tickets  they  held  have  been 
passed  on  to  local  agents,  who 
now  cant  spare  any.  So  the 
chamber  Is  left  with  a load  of  air 
tickets  and  hotel  room  bookings 
- and  a sad  fax  from  Wembley, 
showing  where  they  were 
supposed  to  sit 

Sardelis  signs  on 

Patience  has  paid  off  for  Chris 
Sardelis,  the  Greek  economist 
who  used  to  represent  Sweden 
at  the  European  Union's 
monetary  committee. 


A former  head  of  research  at 
Sweden's  central  bank,  Sardelis 
was  invited  home  to  help  the 
Socialist  government  trim  the 
country’s  bulging  public  debt. 

But  the  finance  ministry's 
bureaucrats  weren't  interested  in 
new-fangled  ideas  about  debt 
management,  so  Sardelis  jumped 
ship  to  join  the  capital  markets 
team  at  Bank  of  America  in 
Athens. 

Now  Greece  is  a candidate  to 
join  the  euro  debt  management 
is  a hot  issue.  A shake-up  at  the 
finance  ministry  las  pushed  the 
old  guard  into  retirement  and 
Greece's  debt  management 
office  will  open  for  business 
around  Easter. 

And  guess  who'll  be  top  gun? 
Sardelis,  of  course.  He'll  have  his 
work  cut  out,  though.  May  2000 
is  the  deadline  for  Brussels  to 
rule  on  Greece’s  application  for 
euro  membership  and  national 
debt  is  still  a long  way  above  the 
Maastricht  celling.  Time  for  some 
serious  number-crunching. 


Ganging  up 


Another  milestone  for  Britannia, 
the  landlocked  British  tiis  that 
docked  up  more  than  1m  regal 
miles  carrying  the  Queen  around 
the  world  for  45  years.  The 
vessel  has  been  welcoming  hoi 
poilot  aboard  at  Leith,  near 
Edinburgh,  for  just  four  months  - 
and  already  100,000  people  have 
ogled  their  way  around  her. 

Officials  claim  the  flow  of 
people  keen  to  see  the  chintzy 


staterooms  and  tread  the 
polished  decks  has  just  reached 
a record;  so  she's  fast  becoming 
one  of  Britain's  top  tourist 
attractions.  More  than  half  the 
visitors  come  from  beyond 
Scotland  - and  more  than  one 
third  are  going  to  Edinburgh  just 
to  see  her.  Observer  is  delighted 
she  can  still  stir  the  nation's 
breast  - even  rf  the  British 
Treasury  wouldn't  cough  up  the 
cash  to  keep  her  going. 

Baan  backs  out 

Beleaguered  Dutch  software 
group  Baan  Is  backing  out  of 
those  big  bashes  so  beloved  by 
the  computer  industry.  After 
cancelling  a customer  convention 
in  Germany,  ft's  now  abolished 
Baan  world  USA,  which  would 
have  drawn  a cast  of  thousands 
to  Nashville. 

Chairman  Tom  Tinsley  says  it 
just  wasn't  appropriate  any 
longer  for  a company  that,  after 
a painful  shake-out,  wants  to  talk 
“more  Intimately"  to  its 
customers. 

Pity,  because  the  military 
precision  with  which  such 
product  parades  need  to  be 
organised  could  have  drawn  on 
the  talents  of  General  Henk  van 
den  Breemen,  the  Netherlands' 
former  armed  forces  chief,  who’s 
among  five  new  recruits  to 
Baan's  supervisory  board.  The 
general  may  instead  have  to 
advise  on  how  to  shape  the 
thinned  ranks  of  sales  staff  into  a 
fighting  team. 


to  play  a much  more  robust  role 
defending  German  national  inter- 
ests (and  incidentally  with  less 
interest  in  appeasing  the  German 
form  lobby). 

In  unguarded  moments  the 
French  also  concede  their  claims 
to  an  equal  relationship  are  more 
difficult  to  sustain  when  Ger- 
many’s population,  post- 
unification. is  80m  against 
France's  60m,  and  its  economy  is 
almost  30  per  cent  bigger.  The 
possession  of  a costly  indepen- 
dent French  nuclear  deterrent 
does  not  balance  this  out.  France 
looks  more  akin  to  Britain  and 
Italy  in  stature  today. 

Mr  Schroder  has  talked  of  the 
need  to  find  a new  equilibrium  in 
Europe  and  has  showed  renewed 
German  interest  in  Britain 
playing  a greater  role.  The  deci- 
sion by  Tony  Blair,  the  UK  prime 
minister,  to  forge  closer  defence 
ties  with  France  as  a preliminary 
to  a common  EU  defence  policy 
has  now  been  followed  by  a more 
general  pledge  on  eventual  mem- 
bership of  the  euro.  If  his  Euro- 
pean colleagues  accept  Mr  Blair 
at  face  value,  Britain  will  occupy 
more  space  on  the  EU  radar 
screen.  By  the  same  token  the 
need  to  make  a success  of  the 
single  currency  implies  co-ordina- 
tion of  economic,  fiscal  and  social 
policies  among  the  11  countries 
already  in  the  euro-zone  - not 
just  France  and  Germany. 

Thus,  if  the  Franco-German 
postwar  alliance  has  always  been 
a marriage  of  reason,  the  ratio- 
nale is  beginning  to  change.  The 
outcome  of  a row  over  farming 
could  set  in  progress  a subtle  re- 
balancing of  power  in  Europe. 

obvious  tensions  between  Mr 
Jospin  and  Jacques  Chirac. 
France’s  president,  and  the 
reluctance  of  either  to  cede 
French  interests). 

But  Mr  Fischer  argues  there  is 
“no  alternative"  to  a strong 
Franco-German  relationship. 
Bonn  is  hopeful  of  cutting  a deal 
at  the  Berlin  £U  summit  late  in 
March.  Ms  Voile  adds:  “It  is  not 
a break  or  a parting  from  old 
traditions.  It  is  just  a usual  iden- 
tifying of  own  self-interests.  In 
the  past  tt  was  the  French  identi- 
fying their  own  interests  and  the 
Germans  agreeing  grudgingly." 

Ralph  Atkins 
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100  years  ago 

A Man  Of  Many  Names 
The  libel  action  against  us  by 
the  man  who  styles  himself  the 
Vicomte  Robert  Gilles  de 
Meyral  Montcalm  has  just 
been  dismissed  with  costs.  We 
have  had  such  a happy 
paper-chase  after  the  man  that 
we  have  grown  positively  fond 
of  him.  In  his  statement  of 
claim  against  us,  ha  asserted  , 
that  our  remarks  meant  that  he 
was  “a  person  who  passed 

under  many  different  names 
for  dishonest  purposes  and 
had  changed  his  name  for  the  I 
purpose  of  fraudulent 
concealment"  In  1894  the 
Vicomte  was  R.  de  Meyral,  but 
just  about  this  time  he  showed 
to  a man  in  Paris  a paper 
indicating  that  his  name  was 
de  Meyral  Montcalm,  and 
informed  him  that  he  was  the 
son  of  Vicomte  de  Meyral  and 
Madame  de  Montcalm.  We 
have  a collection  of  his  visiting 
cards,  and  we  find  that  in 
1896  he  was  Mr  R.G.  de 
Meyral,  having  at  last 
discovered  the  missing  Giltes. 
Although  the  card  did  not 
carry  the  name  Vicomte,  it 
bore  a coronet,  which  was  a 
delicate  way  of  suggesting  the 
same  thing.  A year  later, 
however,  he  took  off  the 
coronet  and  described  himself 
the  Vicomte  de  Meyral  G. 
Montcalm. 


brother 
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Hewlett  repackaged 


Hewlett-Packard  needed  to  restructure.  It 
has,  after  all.  uaderperfonned  other  US 
technology  stocks  by  GO  per  cent  in  the 
past  three  years. 

But  yesterday's  grand-sounding  plan  to 
split  the  company  into  two  is  unimpres- 
sive. It  amounts  to  HP’s  demerging  its 
ragbag  of  test  & measurement  medical 
electronics  and  chemical  analysis 
operations.  Combined,  these  accounted  for 
just  S7.6bn  or  16  per  cent  of  group  sales 
last  year,  when  their  revenues  dropped  2 
per  cent  If  this  is  spinning  off  a hidden 
jewel  the  gems  are  made  of  paste. 
Whether  this  new  company  - already 
being  touted  as  Silicon  Valley's  laigest- 
ever  initial  public  offering  - will  achieve 
a better  valuation  than  HP's  own  20  times 
prospective  earnings  is  doubtful. 

Where  the  restructuring  may  pay  off  is 
in  the  added  focus  it  brings  to  the  main 
computer  and  printer  business.  Despite  a 
great  brand  and  decent  products,  sales 
growth  at  HP's  core  business  has  slowed 
to  around  2 per  cent.  The  group  admits  its 
lack  of  an  internet  presence  relative  to 
IBM  and  Sun  Microsystems  is  costing  it 
market  share,  particularly  In  big  Unix 
server  computers.  A flOOm  advertising 
campaign  and  a reduced  range  of  activi- 
ties should  help  it  catch  up.  The  search 
for  a new  chief  executive  to  succeed 
long-time  chairman  Lew  Platt  is  also 
encouraging.  But  it  will  take  time  and 
hard  work  to  revive  HP's  sagging  revenue 
growth. 

Bacardi-Martini 

If  family-owned  Bacardi  does  decide  to 
float,  it  will  probably  slip  down  rather 
nicely.  With  its  main  rivals  all  diversified 
- Seagram  in  entertainment,  Diageo  in 
foods  and  Allied  Domecq  in  pubs  - 
Bacardi  would  he  the  largest  pure-play 
spirits  group  to  grace  the  markets.  Num- 
ber four  worldwide  and  blessed  with 
strong  cashflow,  it  should  be  well  placed 
to  thrive  in  the  sector's  current  round  of 
consolidation.  Might  Allied  Domecq 
finally  find  its  tango  partner? 

But  buying  Dewar’s  and  Bombay  has 
left  the  Bermuda-based  company  with  an 
uncomfortable  level  of  debt  - estimated  at 
more  than  $2bn  - which  could  impede  its 
freedom  to  move  quickly  if  hot  brands, 
such  as  Jos£  Cuervo  tequila,  come  up  for 
grabs.  Assuming  a 7-6  per  cent  borrowing 
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cost,  for  example,  gives  a Jisom  interest 
charge.  Grossing  up  1997-98  net  income  of 
3220m  and  about  SlOOm  from  the  acquired 
labels,  plus  some  growth,  suggests 
Bacardi  is  making  roughly  $500m  at  the 
operating  level.  This  implies  tightfeh 
Interest  cover  of  3-4  times.  No  wonder 
Chip  Reid,  Bacardi’s  outsider  chief  execu- 
tive, is  considering  tapping  the  equity 
markets. 

How  much  could  it  be  worth?  Putting 
Its  earnings  on  a multiple  of  17  times  - a 
decent  discount  to  Diageo's  20  times  - 
would  imply  an  equity  value  of  around 
$5bn.  Not  bad.  even  for  137  years'  work. 

UK  insurance 

When  Norwich  Union  bought  London  & 
Edinburgh  last  October,  the  market  booed 
because  expansion  in  unfashionable  gen- 
eral insurance  diluted  its  life  assurance 
bias.  Similarly  Sun  life  & Provincial  has 
lost  some  of  its  shine  in  going  for  Guard- 
ian Royal  Exchange.  Have  this  pair  got  it 
right  in  calling  the  bottom  of  the  general 
insurance  cycle?  The  omens  are  better 
than  they  have  been  since  1996,  when  the 
Royal  & Sun  Alliance  merger  heralded  a 
period  or  consolidation.  Its  merger  gains 
were  competed  away.  The  AA  statistics  on 
premiums  show  how  the  damage  had 
already  been  done  by  a price  war.  Rising 
claim  costs  have  compounded  the  error  - 
hence  a halving  of  1998  general  insurance 
profits  at  CGU,  for  instance. 

But  now,  with  the  top  five  set  to  control 
about  70  per  cent  of  the  general  insurance 
market,  they  are  all  singing  from  the 


same  hymn  sheet.  Motor  premiums,  at 
least  are  set  to  rise  by  10  per  cent  this 
year.  While  some  scepticism  remains  in 
order  — other  premiums  remain  soft  the 
economic  slowdown  bodes  fa  far  claims  - 
the  worst  should  be  over.  But  as  this  does 
not  spell  a rebound  in  profits,  it  is  the 
companies  with  savings  from  the.  past 
year’s  deals  that  should  benefit  most. 

This  better  outlook,  coupled  with  a 
puncturing  of  the  market's  over-enthusi- 
asm far  Ufa  assurance,  has  narrowed  the 
gulf  between  the  related  sectors'  ratings. 
But  whereas  general  fmaHraryfl*  dwals  have 
pointed  to  value  in  that  sector,  oh  the  life 
side  only  the  wounded  - such  as  NPI  - 
have  come  down  to  a reasonable  level 

Mexico 

With  recession  and  devaluation  haunt- 
ing Latin  America.  Mexleo  makes  an 
unlikely  candidate  for  stock  market  star. 
Nevertheless,  the  Mexican  Balsa  was  the 
best  performer  among  the  world's  leading 
inriingfi  last  month,  gaining1  9 per  amt  in 
dollar  terms.  Whereas  Mexico  Buffered 
from  emerging  market  contagion  in  1998, 
this  year  it  has  emphatically  decoupled 
from  its  neighbours  to  the  south.  So  far  in 
1999,  the  Bolsa  has  risen  over  6 par  cent  In 
hard  currency  terms;  Argentina  is  down 
11  per  cent  and  Brazil,  Venezuela  and 
Colombia  have  fallen  more  than  20  per 
cent 

Part  of  the  reason  is  Mexico’s  close  ties 
with  its  northern  neighbour.  The  strength 
of  the  US  is  buoying  the  Mexican  econ- 
omy, which  should  grow  2%-3  per  cent 
thin  year  as  Brazil  and  Argentina  dariim*. 
But  Mexico's  government  deserves  credit 
for  passing  a tight  budget,  keeping  the 
fiscal  deficit  at  a reasonable  VA  per  cent 
of  gross  domestic  product  despite  the  drop 
in  oil  revenues.  That  has  allowed  interest 
rates  to  fell  to  26  per  cent  than  32  per  cent 
last  autumn,  without  undermining  the 
peso.  Indeed  Mexico's  freely  floating 
currency  hardly  wobbled  as  Brazil 
devalued. 

Against  this  relatively  healthy  back- 
ground, company  profits  rose  around  IS 
per  cent  last  year,  with  perhaps  10  per 
cent  pencilled  in  far  1999  - leaving  the 
market  trading  on  a more  10  times  earn- 
ings. High  inflation  is  a worry,  but  other- 
wise Mexico  Looks  like  the  best  bet  in 
Latin  America. 
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Europe  today 

France,  the  Low  Countries  and  Ger- 
many wffi  be  windy  with  rain  and 
showera.  The  Alpine  regions  may 
start  fine  but  rain  wB  spread  in  from 
the  west  with  snow  above  1,700 
metres.  The  rain  on  the  lower  slopes 
wB  accelerate  the  thaw  but  colder 
ar  wa  arrive  tonight  with  ihe  snow- 
tevet  (Sopping.  Denmark,  the  south- 
ern tip  of  Sweden  and  the  southern 
Baltic  States  will  be  duB  with  rain, 
but  snow  Is  Bkfity  In  the  north  and 
north -east  Most  of  southern  Europe 
wte  be  warm  and  settled  although 
cooler,  showery  weather  win  affect 
central  and  northern  parts  of  Spam 
and  Portugal. 

five-day  forecast 

All  of  western  and  north-western 
Europe  wfl  be  unsettled  with  rain 
and  showers.  The  showers  will  torn 
wintry  on  high  ground  during  Friday 
and  Saturday  with  heavy  faSs  of 
snow  aver  the  Alps.  South-east 
Europe  wi#  remain  warm  but  heavy 
showers  will  develop. 

TODAY'S  TEMPERATURES 
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US  faces  banana  sanctions 
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By  Frances  WRtoms  In  Geneva  and 
flay  da  Junqulkni  In  London 


The  US  was  yesterday  put  on  the 
spat  over  whether  to  impose  trade 
sanctions  today  against  the  Euro- 
pean Union  in  their  banana  dispute 
after  an  unexpected  delay  in  a 
crucial  World  Trade  Organisation 
derision. . 

Washington  had  planned  to  ask 
the  WTO's  dispute  settlement  body 
this  morning  to  authorise  sanctions, 
based  on  the  recommendations  of  a 
report  by  WTO  arbitrators  that  had 
been  expected  yesterday  . 

However,  the  arbitrators  gave  the 
US  and  Ett  only  an  initial  report  on 
how  they  intended  to  proceed  in' 
assessing  amount  of  sanctions. 
They  have  also  requested  additional 
information  from  the  two  sides  by 
mid-March. 

The  unexpected  delay  creates  a 
dflemma  far  US  President  Bill  Clin- 
ton's administration,  which  has 
promised  Congress  that  it  will 
impose  sanctions  by  today  if  the  EU 
has  not  complied  with  a 1997  WTO 
ruling  against  its  hagaiy*  regime. 

Although  the  EU  ha*  modified' the 


regime,  which  favours  imports  from 
Africa,  the  Caribbean  and  the 
Pacific,  the  US  says  it  still  discrimi- 
nates against  US  distributors  of 
i.gHn  American  bananas. 

• A spokesman  far  the  US  trade  rep- 
resentative said  he  was  disappointed 
that  the  arbitrators  had  not  com- 
pleted their  report  by  the  deadline 
specified  by  WTO  rules.  "We  will  be 
reviewing  our  decision,  in  . more 
detail  to  determine  our  course  of 
action,"  be  adding-  ttmt.-a  fur- 
ther statement  was  likely  today. 

- The  EU  said,  the  arbitrators  dearly 
supported  its  view  that  sanctions 
canid  not  be  assessed  until  the  EU 
.hadheen  found  guilty  or  not  of  vio- 
lating WTO  rules.  A spokesman  for 
Sir  Leon  Brittan,  EU  trade  commis- 
sioner, «rid  that  until  the  arbitrators 
had  reported  there  could  be  no  justi- 
fication for  sanctions. 

The  three-man  panel  of  arbitrators 
said  tt  would  deride  an.  the  amount 
af  sanctions  "based  on  the  WTO 
inconsistency,  if  any,  of  the  revised 
EC  banana  regime”.  Hie  same  panel 
is  due  to  report  on  this  issue  no  later 
than.  April  12. 

The  EU  requested  arbitration  after 


the  US  sought  WTO  authorisation  in 
late  January  tp  impose  punitive'  tar- 
iffs worth  $520m  on  European 
exports.  Brussels,  backed  by  impor- 
tant WTO  members,  argued  that  the 
WTO  could  not  endorse  sanctions 
unless  a WTO  disputes  panel  had 
pronounced  its  regime  illegal 
The  WTO’s  dispute  settlement 
body  yesterday  agreed  a second 
request  by  Brussels  far  a panel  to 
pvamina  the  Section  301  provisions 
of  US  trade  law,  on  which  the  .threat- 
ened sanctions  are  based. 

. The  US  blocked  an  EU  requert  for 
a panel  to  examine  this  question  last 
month  but  under  WTO  rules  could 
not  do  so  again.-  Washington  denies 
EU  charges  that  the  legislation  vio- 
lates WTO  precepts  against  unilat- 
eral trade  actions.  . " 

Brussels  says  it  was  provoked  into 
bringing  the  case  by  the  threatened 
trade  sanctions;  as  well  as  by  the 
possibility  of  Section  301 ’s  being 
used  in  similar  ways  in  future,7  far 
instance  over . the  EU’-s  ban . on 
hormone-treated  beef- 
The  panel  has  six  months  to  pro- 
duce Its  report  on  Section  301- once 
the  three  panellists  are  chosen.- 
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Hopes  rise  for  Kosovo 
KLA  sacks  hardline  strategist 


By  Guy  Honors  to  Belgrade 


Rebel  commanders  of  the  ethnic 
Albanian  Kosovo  Liberation  Army 
(KLA)  have  dismissed  Adem  Damad, 
a powerful  hardliner  who  prevented 
their  delegation  from  signing  a 
peace  agreement  last  week. 

The  removal  of  Mr  Demaci,  whose 
actions  wrecked  the  US  strategy  of 
threatening  Serbia  with  air  strikes, 
follows  a power  struggle  within  the 
KLA.  lt  ushers  in  a younger  genera1 
tion  of  rebel  leaders  ready  to  accept 
a western-backed  Interim  plan  that 
would  give  the  Serbian  province 
broad  autonomy  for  three  years, 
enforced  by  Nato  peacekeepers. 

Western  mediators  were  delighted 
and  expressed  confidence  the  Kosovo 
Albanian  delegation  would  sign  the 
agreement  when  peace  talks  resume 
In  FTance  on  March  15. 

But  diplomats  cautioned  that  the 
US  efid  not  have  the  support  of  its 
European  allies  to  use  air  strikes  to 
farce  Slobodan  Milosevic,  the  Yugo- 
slav president,  to  accept  the  pro- 
posed 28,000-strong  Nato  force,  with- 


out which  any  political  settlement 
would  have  little  chance  of  success. 

At  a press  conference  in  the 
regional  capital  Pristina  yesterday* 
Mr  Demaci,  who  spent  28  years  as  a 
political  prisoner,  announced  his  res- 
ignation as  the  political  representa- 
tive of  the  KLA.  -But  people  dose  to 
the  rebels  said  he  had  been  dis- 
missed by  regional  commanders 
meeting  In  their  central  Drenlca 
stronghold  at  the  weekend. 

-They  (the  KLAj  are  good  fighters 
but  when  it  comes  to  politics  they 
have  no  idea  what  to  do,"  Mr  Demaci 
said.  - 

The  KLA  is  under  public  pressure 
to  sign  the  agreement  that  would  in 
effect  make  Kosovo  an  international 
protectorate.  But  some  rebel  leaders 
remain  opposed  to  provisions  that 
call  for  the  KLA  to  be  disarmed 
while  Serbian  farces  leave  Kosovo 
under  Nato  supervision. 

Mr  Demaci ’s  dismissal  strengthens 
Hastm  Thad,  the  chief  Kosovo  Alba- 
nian negotiator,  who  is  expected  to 
lead  a six-member  KLA  delegation  to 
the  US  before  peace  talks  resume. 
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Our  next  Information  Sessions: 

London  - Thursday  11  March,  6.15pm  London  - Thursday  17  June,  6 .15pm 

London  Business  School,  Sussex  Place,  NW1  London  Business  School,  Sussex  Place.  NW1 

London  - Tuesday  20  April,  &15pm  London  - Monday  IB  July,  &15pm 

London  Business  School,  Sussex  Place,  NW1  London  Business  School,  Sussex  Place,  NW1 

London -Monday  17  May,  6.15pm  London-  Wednesday  11  August,  6.15pm 

London  Business  School,  Sussex  Place,  NW1  London  Business  School,  Sussex  Place,  NW1 
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The  KLA  has  named  Mr  Thad,  29.  as 
“prime  minister"  of  an  interim  coali- 
tion government  to  run  Kosovo 
should  a deal  be  reached. 

During  17  days  of  talks  outside 
Paris  last  month,  Madeleine 
Albright,  the  US  secretary  of  state, 
compared  Mr  Thaci  to  Gerry  Adams, 
leader  of  the  political  wing  of  the 
- Irish  Republican  Army  who  played  a 
key  role  in  the  Northern  Ireland 
• peace  process. 

But"  she  was  furious  when  Mr 
Thad.  left  the.  Ramboufllet  chateau 
to  consult  Mr  Demaci  - who  had 
refused  to  attend  the  talks  - and 
then  returned  to  announce  a change 
of  hearLTnstead  of  signing,  the  dele- 
gation accepted  the  deal  “in  princi- 
ple" and  returned  home. 

Politika, . Serbia's  main  official 
newspaper,  yesterday  launched  a 
scathing  attack  on  Ms  Alhri^t  and 
Christopher  HID,  the  chief  US  media- 
tor. An  editorial  accused  them  of 
supporting  “terrorists"  by  inviting 
the  KLA  to  Washington  and  “taking 
responsibility  for  genocide  against 
the;  Serbian,  people".. 
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WEDNESDAY  MARCH  3 1999 


US  drives 
progress 
in  the 

Internet  age 

Companies  in  . the  IT  sector  are  jostling 
furiously  for  position  as  networks  start  to 
domin&te  Industry  and  commerce,  writes 
Louise  Kehoe  in  San  Francisco 


PART  TWO  • Monthly  series,  next  issue  April  7, 1999 


Even.  as  businesses  and 
consumers  around  the  world 
embrace  the.  Internet,  the  US 
information  technology,  industry 
is  driving  ahead  with  advances 
that  promise  to  bring  the  new 
medium  into  the  living  rooms 
and  onto  the  desks  of  millions 
more  - many. of  whom  do  not 
even  consider  themselves  to  be 
“computer  users". . 

Broadband  communications 
networks,  .very  high-powered  per- 
sonal computers  and  a hew  gen- 
eration of  “ififprniation  appli- 
ances" - vdagihg  from  smart 
telephones: -to ' TV.  set-top  boxes 
and  even;  microwave  ovens'  with 
built-in  Jht'ehnet  connections  - 
are  on  tb^  hwizdn.:  - '';'  ' - 

In  the  Bypferspeed  world  of  the 
Internet.vihis : means  that  many 
such  products-  will  be  widely 
available  by  year's  end.  In  the  PC 
arena,  far  example.  Intel's  , new 
Pentium  -HI  ’chips,  launched  just 
last  month.  -,  will  bring  full- 
screen,  fofl-morion  video  to-  the 
PC  screen. 

By  next  ^Christinas,  these -PCs, 
selling  fof  iHjder  $2,000  in  the  US. 
will  be  "jnainstream"  consumer 
PC  products.  .Intel  confidently 
predicts.  Pentium  m boosts  the 
power  of  the' PC  : to  enable  .if  to 
reconstruct  data- -streams  that 
have  been  “squeezed^,  using  data 
compression  techniques,  so -that 
they  can  be  delivered  to  the  desk- 
top via  regular  . telephone  Tines.  . 

It  overcomes  the'  currepL  bottle- : 


neck  on  the  Internet,  created  by 
the  lack  of  high-speed  connec- 
tions, or  “fat  pipes”,  as  they  are 
called  in  the  industry.  However, 
telephone  and  TV  cable  compa- 
nies are  beginning  to  make 
high-speed  Internet  links  more 
widely  available  in  the  US  and 
several  other  countries,  raising 
questions  about  whether  consum- 
ers and  business  users  will  need 
such  power  on  their  desktops. 

. Leading  US  non-PC  computer 
companies  such  as  Sun  Microsys- 
tems and  Oracle,  have  long  pro- 
moted the  idea  of  “thin  clients*' 
or  very  basic  computers  for  the 
desktop  and  home,  which  rely 
upon  high-speed  networks  to 
deliver  data  and  software  pro- 
grams. 

. The  race  is  on  to  determine 
which  approach  will  work  best. 
However,  in  the  short  term, 
high-powered  PCs  have  the  edge. 
- Despite  progress  in  updating  tele- 
: phone  and  cable  TV  networks, 
the  majority  of  home  computer 
users  and  small  businesses  have 
yet  to  gain  access  to  such  ser- 
vices. 

No  matter  which  approach 
wins  oat  eventually,  Pentium  ID 
is-  offering  a-  glimpse  into  the 
future  of  the  Internet  as  a 
medium  for  video  broadcasting, 
rather  than  distribution  of  text 
and  grapfaics. 

Jusf  as  newspapers,  magazines 
and  other  "traditional"  media 
-have  .already  faced  the  challenge 


A three-dimensional  view  in  space;  in  the  US,  Langley  aerospace  engineer  Michelle  Gam  displays  the  stereo  glasses  that  give  her  a 3-D  view  of  a space 
station  mock-up,  projected  on  the  screen  behind  her  at  the  ‘hotodecJc',  the  ‘Immersive  engineering  room*  at  NASA’s  research  'centre  in  Hampton,  Virginia. 
With  341  glasses,  headphones  and  a powerful  computer,  the  system  allows  engineers  to  jump  into  a simulated  3-D  envaonment,  viewing  an  object  from  all 
sides  and  manipulating  it  for  improved  performance  ap 


of  almost  instant  online  news 
publishing,  so  TV  news  broad- 
casters will  soon  have  to  compete 
with  the  Internet  video  broad- 
casting capabilities  of  thousands 
of  web  sites.  Already,  broadcast- 
ers such  as  CNN  are  planning 
online  video  news  services  that 
enable  users  to  create  “news  pro- 
grammes" focused  on  their  indi- 
vidual interests  and  priorities, 
rather  than  those  of  a television 
news  editor. 

If  the  user  is  primarily  inter- 
ested. for  example,  in  news  from 
Europe  or  South  America,  he  or 
she  could  choose  to  watch  only 
the  items  that  are  relevant. 
Adding  high-performance  video 
and  audio  to  the  Internet  also 
creates  new  challenges  for  the 


traditional  “entertainment" 
indust  ry. 

Already,  it  is  possible  for  PC 
users  to  play  computer  games 
against  distant  opponents  via  the 
Internet  However,  most  of  these 
games  currently  have  limited 
graphics  capabilities.  Before  long, 
action  adventure  games  with 
high-quality  graphics  will 
become  Internet  services. 

Watching  films  via  the  Internet 
may  be  the  next  step.  Already. 
Internet  services  that  broadcast 
music  videos  and  clips  from 
full-length  movies  are  set  to  be 
launched.  It  is  not  difficult  to 
imagine  these  services  being 
combined  with  the  option  to  pur- 
chase videotapes.  DVD  disks  or 
tickets  to  z local  cinema. 


But  this  is  just  the  beginning. 
As  electronic  commerce  incorpo- 
rates video  via  the  Internet, 
online  shopping  is  expected  to 
gain  ground  on  traditional  “brick 
and  mortar”  retailers.  Imagine, 
for  example,  “test  driving”  a car 
via  the  Internet.  With  high  qual- 
ity three-dimensional  graphics 
and  videos  a prospective  buyer 
could  examine  every  aspect  of  a 
vehicle  - from  the  front  grille  to 
the  floor  mats  - without  stepping 
outside  the  home  or  office. 

Another  potentially  important 
trend  is  the  emergence  of  “home 
networks”  that  link  computers, 
and  “information  appliances”, 
throughout  the  home.  - John;: 
Chambers,  chief- ■executive  of' 
Cisco  Systems,  the  leading  sup- 


plier of  equipment  used  to  direct 
data  traffic  on  the  Internet,  pres- 
ents a futuristic  view  of  the  home 
network'.. 

You  are  driving  home  from 
work  and  press  a few  icons  on 
your  car  computer  (which  pops 
. out  of  the  dashboard  at  the  press 
of  a button)  to  turn  on  the  heat- 
ing or  air-conditioning  at  home. 
: Better  beat  up  the  oven  too,  if 
you  plan  a roast  for  dinner.  Alter- 
natively, when  you  get  home  you 
might  scan  that  frozen  dinner 
across  the  “reader"  on  the  micro- 
wave  oven  and  it  will  automati- 
cally set  the  kitchen  appliance  to 
heat  the  food  for  the  required 
length  of  time. 

•r __  ___ ___  __ 
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The  Deskpro  EN  Space  Saver  Desktop  is  just  what  its  name  implies  the  compact.  Compaq.  It  offers  the  same  power  and  performance  as 
the  fastest  conventional  desktops,  but  takes  up  about  half  the  space.  So  working  on  one  is  a little  like  moving  to  a bigger  desk.  It’s  just  one 
more  example  of  how  Compaq  innovation  can  create  a better  working  environment.  For  more  information  call . 0845  270  4444. 
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SOUTH  AMERICA  by  John  Barham  !n  Sao  Paulo 


Carnival  spirit  lifts  the 
mood  as  IT  defies  gloom 


In  spite  of  Brazil's  economic  woes, 
spending  on  computer  hardware,  software 
and  services  is  likely  to  surge  ahead 


Mr  Dagoberto  H a j ] a r. 
Microsoft’s  marketing  direc- 
tor in  Brazil,  cut  an  Incon- 
gruous figure  during  Febru- 
ary’s carnival  celebration  as 
he  and  his  colleagues, 
decked  out  in  skimpy  green 
and  white  outfits,  danced  to 
a samba  written  by  the  Uni- 
dos  do  Peruche  Samba 
Group. 

Unidos  do  Perucbe  Samba 
Group  had  picked  Bill  Gates 
and  high  technology  as  the 
theme  for  their  carnival 
parade  and  press-ganged  Mr 
flajjar  into  the  Software 
Pirate's  section.  Other 
Microsoft  executives  joined 
in  the  fun  on  the  high  tech- 
nology and  computer  virus 
sections.  All  bellowed  out 
the  words  of  the  group's 
song  celebrating  Bill  Gates 
“that  great  genius”. 

Information  technology 
has  dearly  entered  Brazilian 
popular  culture.  The  country 
is  staggering  into  a severe 
economic  crisis,  made  worse 
by  January’s  devaluation* 
which  cut  the  value  of  the 
Real  by  more  than  30  per 
cent. 

Economists  forecast  a 3-5 
per  cent  decline  in  GDP  this 
year.  But  spending  on  com- 
puter hardware,  software 
and  services  is  likely  to  con- 
tinue forging  ahead. 

Argentina  and  Chile  may 
be  somewhat  more  sophisti- 
cated users  of  IT  than  Brazil, 
but  economic  liberalisation 


and  the  spread  of  advanced 
technology  there  preceded 
Brazil  by  many  years. 
Growth  rates  are,  therefore, 
lower  and  their  markets  con- 
siderably smaller  than  Bra- 
zil's. And  none  erf  them  can 
attract  the  heavy  volume  of 
private  foreign  investment 
that  has  poured  into  Brazil 
in  recent  years,  drawn 
mainly  by  the  privatisation 
programme.  New  owners  of 
state  companies  have  had  to 
spend  lavishly  on  the  latest 
technology  to  replace  obso- 
lete and  sometimes  non- 
functioning  systems. 

In  terms  of  Internet  traffic 
in  South  America,  recent 
reports  indicate  that  Argen- 
tina is  the  busiest,  followed 
by  Brazil.  Chile  and  Colom- 
bia. 

Making  sense  of  IT  trends 
In  the  region  is  difficult. 
Market  data  and  forecasts 
are  unreliable  and  this  is 
particularly  true  in  the  com- 
puter industry.  One  consul- 
tant said  bluntly:  “The  pub- 
licly available  figures  I have 
seen  are  for  the  most  part 
shamelessly  inflated.'' 

Outside  Argentina,  Brazil 
and  Chile,  computer  technol- 
ogy bas  spread  sporadically 
although  more  developed 
exporting  regions  each  as 
Colombia  have  deployed  IT 
on  a considerable  scale. 

Companies  expanding  in 
Latin  America  have  mostly 
decided  to  locate  in  Brazil 


Compaq,  leader  of  the  Brazil- 
ian PC  market,  set  up  a fac- 
tory in  1995  to  make  Presario 
consumer  desktop  PCs  and, 
later,  low-end  ProEdgnia  serv- 
ers. 

Luiz  Carlos  Pimentel, 
Compaq’s  sales  and  market- 
ing director,  says:  “By  tradi- 
tion. Compaq  has  dedicated 
factories  on  each  continent 
So  we  had  to  choose  a place 
for  our  bask:  location.  Gov- 
ernment incentives  for  new 
factories  and  the  potential  of 

Large  companies 
in  Argentina  and 
Chile  are  relatively 
sophisticated 
users  of  IT 
systems 


Brazilian  market  were  deci- 
sive.” 

Latin  markets  - particu- 
larly Argentina,  Brazil, 
Chile,  Colombia  and  Vene- 
zuela - are  "in  general  all 
very  similar  in  nature 
because  they  have  a multi- 
national presence  which  is  a 
big  part  of  our  [market] 
because  they  standardise 
their  IT  investment”. 

To  a large  extent,  it  is  the 
corporate  clients  rather  than 
the  broad  domestic  con- 
sumer market  that  is  driving 
demand  across  the  conti- 
nent, particularly  in  Brazil. 
Large  inward  investments  in 


manufacturing  particularly 
in  the  car  industry  and  pri- 
vatisations. such  as  last 
year’s  $18.9bn  telecoms 
sell-off,  have  boosted 
demand  heavily.  In  spite  of 
its  travails.  Brazil  is  likely  to 
remain  the  industry's 
regional  focus.  The  only 
doubt  concerns  the  market's 
rate  of  growth.  Mr  Hajjar 
expects  sales  growth  this 
year  to  halve  to  20  per  cent, 
after  rising  by  40  per  cent  in 
1998  and  1997. 

Fernando  Ximenes,  part- 
ner at  the  Rio  de  Janeiro 
office  of  EPMG  Consulting 
says  he  bas  seen  few  signs  of 
a downturn.  "Companies 
have  no  choice.  They  have  to 
spend  money  - on  dealing 
with  the  minimnium  bug  on 
management  Information 
systems,  on  integrating  into 
international  logistics  and 
information  networks 
because  the  Brazilian  econ- 
omy is  becoming  more  glob- 
alised.” 

Spending  on  Internet  com- 
merce packages,  data  ware- 
houses, intranets  and  e-mail 
systems  is  rising.  Outsourc- 
ing contracts  are  increas- 
ingly commonplace.  Mr  Xim- 
enes says  the  reason  for  this 
is  simple:  “Market  forces  are 
making  companies  get  their 
overheads  down.”  The  quick- 
est, cheapest  and  most  effec- 
tive way  to  achieve  this  is  to 
deploy  IT  massively. 

Brazil’s  banks  created  a 
wealth  of  technology  and 
applications  during  the  1980s 
and  early  1990s  to  run 
sophisticated  financial  pack- 
ages to  protect  cash  from 


inflation.  Banks  extended 
this  expertise  into  Internet 
hanking,  which  itself  created 
a base  for  other  net-based 
projects.  The  1998  Presiden- 
tial election  made  heavy  use 
of  the  Internet  and  for  three 
years  now,  Brazilians  have 
been  able  to  file  their  income 
tax  returns  instantly,  if  not 
painlessly,  via  the  Internet 
Piracy  still  represents  a 
considerable  inconvenience 
for  the  formal  IT  industry. 
Although  corporate  use  of 
bootleg  software  is  largely  a 
thing  of  the  past  the  prac- 
tice is  widespread  in  the  con- 
sumer market.  Some  retail- 
ers sell  copies  as  originate. 
Competition  from  clone 
assemblers  operating  In  the 
informal  economy  is  also 
widespread.  And  smuggling 
of  US-  and  Japanese-made 
computers  especially  laptops 
remains  a scourge,  espe- 
cially in  Brazil  where  import 
tariffs,  taxes  and  profit  mar- 
gins are  high. 

The  under-developed  Bra- 
zilian domestic  market  is  the 
□ext  great  hope  for  the  Latin 
IT  Industry.  For  the  time 
being,  unequal  incomes, 
poor  education  levels  and 
bod  telecoms  hamper  devel- 
opment of  a broad-based  PC 
and  Internet  market 
But  if  the  economy  recov- 
ers quickly  from  this  year's 
savage  downturn,  the  chorus 
of  Unidos  do  Peruche's 
Samba  as  belted  out  by  Mr 
Hajjar  and  his  associates 
may  come  true  faster  than 
many  think.  “Peruche,  carry 
me  forwards.  I am  entering 
the  era  of  the  computer”. 


B9  Gates:  Brazilian  carnival -goers  celebrated  him  as  that  great  genius'  now  that  information 
technology  is  making  an  impact  on  the  country's  popular  culture 

US  COMPANIES 


To  survive,  businesses 
‘must  have  the  courage  to 
move  at  Internet  speed’ 


AS/400e = 99.9%  Reliability. 

Are  you  open  for  business?  The  AS/400c  server  can  keep  you  up  and 
running  around  the  clock.  It’s  a better  way  to  serve  your  customers.  And 
a smarter  way  to  run  your  business.  Because  e-business  never  doses. 
Want  to  know  more?  We're  always  open  at  www.as400.ibm.com/reiable6 

or  call  Harry  Walters  on  0800  400  000. 
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From  previous  page: 

Looking  for  a romantic  even- 
ing? Then  just  press  “ambi- 
ence" on  the  car  computer 
and  set  the  lighting,  heating 
and  music  in  your  livin- 
groom  to  suit  your  mood. 
The  innovative  Mr  Cham- 
bers has  even  linked  a com- 
puter-controlled  piano  ami 
violin  to  his  home  network 
to  create  that  “special"  feel- 
ing. 

Most  of  us  may  not  go  to 
such  lengths  but  the  home 
network  Is  in  uur  futures, 
linking  existing  PCs.  print- 
ers and  electronic  devices 
across  networks  that  may  be 
wireless  or  send  data  over 
existing  telephone  lines  or 
even  electricity  circuits  in 
the  home.  US  high-tech  exec- 
utives predict.  Whether  it  is 
three,  five  or  io  years  from 
now.  home  networks  will  be 
as  commonplace  as  stereo 
systems  before  too  long,  they 
say. 

In  offices,  faster  networks 
and  more  powerful  comput- 
ers~  win  make  video  tele- 
phony and  desktop  video 
conferencing  an  everyday 
routine.  Decision  support 
systems,  created  by  linking 
internal  and  external  data- 
bases to  desktop  computers, 
will  become  commonplace. 
Older  mainframe  and  mini- 
computer based  systems  will 
be  incorporated  with  the  lat- 
est Internet  technology  to 
create  "networked  data  cen- 
tres”. 

Shake-ups  across 
the  IT  industry 

The  social  and  economic 
implications  of  these  tech- 
nology advances  are  clearly 
very  broad.  Even  within  the 
US  IT  industry,  the  transi- 
tion from  established  models 
of  computing  to  inter-net- 
working is  shaking  up  the 
establishment. 

Digital  Equipment,  once 
the  second  largest  US  com- 
puter company  after  IBM. 
has  been  acquired  by  Com- 
paq Computer,  the  biggest 
PC  manufacturer.  Cisco  has 
grown  to  become  the  world’s 
leading  supplier  of  data  net- 
working equipment,  in  part 
due  to  a string  of  acquisi- 
tions - most  of  them  small  - 
that  now  number  15-20  a 
year. 

Even  as  clear  leaders 
emerge  in  the  computer, 
sun  ware  and  semiconductor 
industries,  the  first  genera- 
tion of  Internet  leaders  is 
also  consolidating.  In  the 
past  few  mouths.  America 
Online,  the  top  Internet 
access  service,  has  moved,  to 
acquire  Netscape  Communi- 
cations, the  early  leader  in 
Internet  software. 

Yahoo!,  the  top  Internet 
” portal”  is  consolidating  its 
position  by  acquiring  Geoci- 
ties, an  online  “community” 
company.  Excite,  one  of 
Yabooi’s  rivals,  has  com- 
bined with  hV Home,  a pio- 
neer of  high-speed  Internet 
links  via  TV  cable  networks. 

In  one  of  the  latest  and 
most  controversial  deals. 
USA  Networks,  the  televi- 
sion and  online  services 
company  led  by  Barry  Diller. 
an  “old  media”  ruuirul,  hus 
moved  to  acquire  Lycos.  «m« 
of  the  few  remaining  inde- 
pendent "new  media”  load- 
ers. 

This  new  frenzy  of  merg- 
ers and  acquisitions  is  being 
driven  in  large  part  by  the 
widely-held  belief  that  it  is 
vital  to  be  ahead  of  the  pack 
in  establishing  a brand-name 
presence  on  the  Internet.  Yet 
oven  as  “old-time”  compa- 
nies and  “Internet-speed" 

companies  combine  ami 
compete,  the  technology 
upon  which  they  are  basilic 
their  business  decisions  is 
changing  rapidly. 


John  Chambers:  'It  will  no  longer  be  an  issue  of  whether  the  big 
beat  the  small,  but  whether  the  fast  beat  the  stow1 

The  internet  age:  how  product  cycles  are  speeding  up  • 

Business  cycles 
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Top  20  IT  companies 

By  mater  capttaksrtjun 


Rank 

Company 

• Courtly.  ‘ 

_ Market  cap  (Smj 

1 

Microsoft 

US- 

375522-0 

2 

Intel 

US 

2213984 

3 

IBM 

85 

162974,1 

4 

Cisco  Systems 

US 

- 161161.1 

5 

Lucent  Technologies 

us 

1408383 

6 

Del Computer 

US 

1079824 

7 

America  Cnfine 

• us  - - 

807883 

8 

■fnlrlv 

WWW 

Anted 

601904 

■9 

Ericsson 

Sweden 

541KL1 

to 

Oracle 

US 

523643 

1.1 

EMC 

US 

52286.1 

12 

Hobnob 

US 

418243 

13 

Northern  Telecom 

Canada 

412043 

14 

Sun  Microsystems 

US 

40221.1 

15 

Xerox 

US 

395553 

15 

Texas  Instruments 

US 

38552.0 

17 

Yahoo 

US 

28/684 

18 

BCE 

Canada 

27775.1 

19 

ADP 

US 

25541.7 

20 

Appfied  Materials 

US 

253493 
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Top  20  telecom  companies 

By  iTvirtet  rapttafeation  '• 


Rank. 

Company 

Country. 

Market  cap  (Sm) 

1 

MCI  Horidcom 

US 

1558413 

2 

AT&T 

US' 

1617910 

3 

NTT 

Japan 

1249633 

4 

Deutsche  Telekom 

Germany 

1186523 

5 

British  Telecom 

at-. 

1112183 

6 

SBC  ComraudcaSons 

US 

10672S3 

7 

Bettsotdfe. 

us 

- 938693 

8 

France  Telecom 

France. 

938193 

9 

* Bel  Atlantic  . 

. . . us  : 

. ...  932343 

10 

NTT  DoCoMo 

Japai 

755843 

11 

Amerifiecb 

- US  - 

730903 

12 

Toteba 

Anuria 

711202 

13 

ere 

-US  . 

651443 

14 

Vodafone  . 

UK 

571963 

15 

Telecom  HaBa 

'.39Ll 

57163.1 

16 

1 7 

AhTosch  Comnoidcatitt 
Telefonica 

» os.. 

Spain 

539168 

481483 

IB 

TJJti. 

iWy- 

44071.1 

19 

Cable  8 Wireless' 

UK  : 

332713 

20 

US  West 

US 

31292.1 
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Information  and  commiairatioateclioo^ 
the  world's  most  dynamic  market 

1997  - 2003  (%  a year) 
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Ciscos  Mr  Chambers  sums 
up  what  it  ail  means  for 
businesses:  ”11  will  no  lunger 
l)e  an  issue  of  whether  the 
big  beat  the  small,  but 
whether  the  fast  beat  the 
slow.” 

Only  businesses  that 
"have  the  courage  to  move 
at  Internet  speed”  will  sur- 


vive, he  says.  By  2004.  the 
majority  or  cars  will  be  sold 
via  the  Internet,  he  predicts. 
Stock  market  analysis  will 
become  a commodity.  Com- 
panies that  fail  to  keep  pace 
will  Tace  new  online  competi- 
tors. much  as  book  sellers 
have  already  been  “Aina- 
zoned”. 
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EUBOPEby  Geoffrey  Nairn 

Key  target 
for  global 
IT  vendors 

As  businesses  across  Europe  rapidly 
adopt  new  technology,  the  world’s  main 
suppliers  see  the  region  as  a 
counterweight  to  the  Asian  slowdown 


. The  advent  of  the  euro  and  a 
. favourable  economic  climate 
have  blessed  Europe’s  infor- 
mation technology  market 
with  ruddy  health  and 
growth  approaching  10  per 
cent  a year.  Bui  the  future 
for  Europe’s  domestic  IT 
industry  does  not  look  quite 
so  rosy,  with  US  companies 
better  placed  to  exploit  the 
current  boom. 

Despite  growing  interest 
in  new  technologies  and  the 
Internet,  Europeans  fre- 
fluently  complain  of  the  lack 
of  an  "enterprise  culture" 
and  the  critical  mass  of 
start-ups  needed  to  challenge 
US  dominance  of  the  new 
digital  economy.  “There  are 
100,000  Frenchmen  working 
in  the  [San  Francisco]  Bay 
Area."  says  Guy  de  Panafieu, 
chairman  of  Boll,  the 
recently  privatised  French 
IT  giant 

Many  of  them  learned 
their  high-tech  skills  in 
France  - often  at  Bull's 
expense  - before  jumping 
ship  to  take  up  more  attrac- 
tive opportunities  in  Silicon 
Valley.  “We  have  great  diffi- 
culty retaining  key  people," 
admits  Mr  de  Panafieu.  In 
the  1980s.  BuH  along  with 
1CL,  Siemens  and  Olivetti 
formed  the  cornerstones  of 
Europe's  computer  industry 
and  were  technology  pio- 
neers. 

But  critics  today  see  them 
as  lumbering  giants  destined 
to  lag  their  US  competitors. 
Only  Bull  and  Siemens  can 
still  claim  to  be  European 
computer  companies.  1CL  is 
now  a subsidiary  . of  Fujitsu 
of  Japan,  while  Italy’s  Oli- 
vetti has  reinvented  itself  as 
a telephone  company.  The 
European  IT  market  has 
become  an  attractive  target 
for  foreign  companies.  The 
top  four  personal  computer 
vendors  in  Europe  are  Amer- 
ican - Siemens  of  Germany 
is  number  five  - and  US 
high-tech  start-ups  are  rush- 
ing to  open  European  offices. 

According  to  the  European 
Information  Technology 
Observatory  (EITO),  IT 
expenditure  in  western 
Europe  rose  by  9.3  per  cent 
in  1998  - a growth  rate  that 
rivals  that  of  the  US.  The 
euro  has  triggered  this  boom 
and  euro-related  spending 
will  top  €23bn  ($26bn)  this 
year,  around  11  per  emit  of 
the  total  IT  market 
The  boom  looks  likely  to 
continue.  The  year  2000  date 
problem  will  boost  IT  expen- 
diture this  year,  particularly 
among  Europe's  smaller 
companies  which  have  yet  to 
wake  up  to  the  threat.  To 
sustain  growth  beyond  2OT0, 
analysts  point  to  Europe’s 
growing  enthusiasm  for  new 
technologies  and  a greater 
appreciation  of  their  impor- 
tance in  today's  business 
environment. 

"The  level  of  awareness  of 
IT  in  Europe  has  increased 
and  that  for  me  is  a very 
positive  sign."  says  Soumitra 
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Lamenting  the  loss  of  Hgh-*eh  skffls, 

100,000  Frenchman  working  in  the  San  Francfeco  Bey  Area1 
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Mam  drivers  of  IT  budgets  in  western  Europe 
Top  areas  oi  Influence  on  the  1998  IT  budget 


Western  Europe:  total  IT  spending 
Sbn 


Western  Europe:  IT  spending  by  country 
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Dutta,  professor  of  technol- 
ogy management  at  Insead, 
the  international  business 
school  near  Paris.  According 
to  IDC,  the  US  consultancy, 
western  Europe  is  now  a key 
region  for  any  global  IT  ven- 
dor. acting  as  a counter- 
weight to  the  Asian  slow- 
down and  rapidly  catching 
the  US  in  terms  of  technol- 
ogy adoption  and  the  impor- 
tance of  IF  to  business  deci- 
sions. 

Several  European  compa- 
nies have  successfully 
exploited  these  trends.  Ger- 
many’s SAP  is  world  leader 
In  the  fast-growing  enter- 
prise software  market  and 
hopes  to  double  its  revenues 
over  the  next  three  years. 
Europe’s  enterprise  software 
industry  has  many  wnaiiw 
rising  stars.  Navison  of  Den- 
mark saw  its  revenues 
almost  double  in  1998,  Meta4 
is  a successful  Spanish  com- 
pany specialising  in  human 
resource  software,  while 
Scala,  a Dutch  company,  this 
year  plans  to  expand  its 
enterprise  software  to  han- 
dle electronic  commerce. 

Meanwhile,  the  traditional 
leaders  of  Europe's  IT  indus- 
try seem  to  have  lost  their 
way:  In  1996,  Bull  sales  grew 
by  just  1.4  per  cent  to 
FFr24iftm  ($4D3hn)  and  oper- 
ating profit  was  FFr675m,  or 
2.7  per  cent  of  revenues, 
compared  with  FFr986m  in 
1997.  Six  months  earlier,  Bull 
had  predicted  that  the  oper- 
ating profit  for  1996  would 
reach  FFrlbn.  Mr  de  Pana- 
fieu says  the  results  were  hit 
by  adverse  factors,  such  as 
the  crisis  in  Asia  and  Russia 
and  the  shutdown  of  PC 
assembly  in  Brazil. 

In  addition,  BuH  had  to 
spend  more  on  research  and 
retraining-  "1998  was  a year 
of  transition,  1999  will  be 
one  of  development  and  only 
in  2000  will  you  start  to  see 
the  results,"  says  Mr  de 
Panafieu. 

It  is  a sadly  familiar  mes- 
sage from  Europe’s  tradi- 
tional IT  players.  Olivetti 
racked  up  huge  losses  in  the 
early  1990s  before  deciding 
to  abandon  almost  an  its  IT 
activities.  Its  painful  trans- 
formation from  computer 
vendor  to  telephone  com- 
pany is  virtually  complete. 
Little  remains  of  the  com- 
puter company  that  Carlo  de 
Benedetti  successfully  led 
for  20  years. 

The  loss-making  PC  divi- 
sion, once  the  jewel  in  Oli- 
vetti’s crown,  was  first  to  be 
sold  and  the  buyer,  an 
investment  group,  has  the 
right  to  continue  using  the 
famous  Olivetti  brand.  Bull 
also  realised  that  making 
PCs  was  a luxury  it  could  no 
long  afford.  In  1996,  it  folded 
its  ‘Zenith  Data  Systems  sub- 
sidiary into  Japanese-con- 
trolled  Packard  BeR  NEC.  in 
which  Bull  retains  a minor- 
ity stake. 

“PCs  are  an  old  story  for 
us  and  the  decision  to  get 
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New  fingertip  technology  from  Siemens  offers  higher  security:  one  tap  with  your  finger  and  the 
microchip  reads  your  fingerprint  and  knows  if  you  have  authorized  access  to  eqwpnient 


out  of  a massively  loss-mak- 
ing business  was  the  right 
one,”  says  Mr  de  Panafieu. 
Siemens  seems  to  have  come 
to  a similar  conclusion;  last 
year  it  sought  and  foiled  to 
sell  its  PC  manufacturing 
operations  to  Acer  of 
Taiwan.  To  bring  more 
coherence  to  its  IT  business. 


Siemens  has  integrated  its 
information  and  mmmimira- 
tions  operations  into  one  big 
unit  with  turnover  of  around 
DMSSbn  ($30bn)  and  is  rap- 
idly building  up  its  services 
and  outsourcing  activities. 

Software  and  professional 
services  now  offer  the  best 
prospects  in  Europe’s  IT 


market.  EITO  predicts  that 
these  two  segments  will 
grow  by  13.5  per  cent  and 
15.2  per  cent  respectively  in 
1999,  compared  with  a slug- 
gish 5.1  per  cent  for  hard- 
ware. 

Bull  is  strongly  emphasis- 
ing services  in  its  recovery 
strategy.  While  its  product 
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sales  declined  by  3.2  per  cent 
in  1998,  its  services  business 
grew  7.4  per  cent  and  now 
accounts  for  44  per  cent  of 
turnover.  According  to  Mr 
de  Panafieu,  Bull’s  systems 
integration  business  grew 
even  faster,  by  21  per  cent, 
making  it  Europe’s  third  big- 
gest systems  integrator. 
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The  big  US  companies 
have  also  been  quick  to  spot 
the  potential  of  Europe’s  ser- 
vices market  In  1998,  Wang 
of  the  US  bought  Olivetti's 
main  services  business, 
known  as  Olsy.  However,  it 
is  struggling  to  digest  the 
acquisition  and  Wang 
Global,  as  the  new  group  is 


called,  last  month  reported  a 
quarterly  loss  and  $4lm  in 
charges  relating  to  the  pur- 
chase. "Wang's  acquisition 
of  Olsy  has  not  returned 
instant  dividends,”  says  IDC. 
■European  service  providers 
are  attractive  targets,  but  US 
hawks  should  tread  care- 
fully." 
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RUSSIA  by  Andrew  Jack  in  Moscow 


Friedrich  Froscht  There’s  a lot  of  business  out  there1 


Merger  mania 
brings  big 


opportunities 


In  the  corporate  arena,  Siemens  is 
targeting  both  the  big  multinationals 
and  mid-sized  companies 


Friedrich  Froschl  almost  rubs 
his  hands  with  glee  at  the 
thought  of  the  wave  of 
mergers  and  acquisitions 
sweeping  across  global 
industry.  As  head  of  Siemens' 
business  services  division,  he 
sees  the  prospect  of  more 
contracts  as  companies  have 
to  Integrate  not  only  their 
business  operations  but  also 
their  information  technology 
systems. 

“Merger  mania  helps  us 
because  there's  a lot  of 
business  re-engineering  and 
process  automation  taking 
place,"  he  says.  Companies 
have  to  focus  on  their  core 
processes  and  thus  consider 
whether  to  outsource  some  of 
their  activities.  “There’s  plenty 
of  opportunity." 

One  of  Siemens'  biggest 
customers  on  the  business 
services  side  Is  another 
German  concern,  Deutsche 
Bank,  now  acquiring  Bankers 
Trust  of  the  US.  Siemens  has 
installed  back-office 
processing  systems  in 
Deutsche's  Frankfurt, 
Singapore,  Tokyo  and  New 
York  operations.  Now,  it  will 
have  to  see  how  Deutsche  - 
Germany's  biggest  bank  - 
decides  to  put  together  its 
own  complex  IT  systems  with 
those  of  Bankers  Trust 

Since  Siemens  is  up  against 
such  formidable  US  rivals  as 
IBM  and  EDS  in  the  services 
and  outsourcing  market,  it  is 
keen  to  build  up  its  presence 
as  aggressively  as  possible. 
But  internationally,  It  has  a 
good  deal  of  catching  up  to 
do. 

Within  the  German  group's 
newly  integrated  Information 
and  communications  (l&C) 
operation,  with  turnover  of 
around  DM53bn,  Siemens 
Business  Services  is  the 
smallest  but  fastest  growing 
drift.  h has  sales  of  around 
DM7bn  ($4.3bn)  and  some 
18,000  people. 


Market  leader 


But  while  it  leads  the  market 
in  Germany  - ahead  of  IBM 
and  Debis,  part  of 
DaimlerChrysler  - and  is  third 
in  the  European  market 
behind  IBM  and  EDS  and 
roughly  equal  with  Cap 
Gemini,  SBS  ranks  only  ninth 
worldwide.  “Within  five  years, 
we  want  to  be  in  the  top  five," 
says  Mr  FrSsehl.  His  aim  is  to 
cover  the  whole  spectrum  of 
service  operations  from 
designing  projects  to 
implementing  and  operating 
them. 

To  achieve  this  highly 
ambitious  goal,  however,  SBS 
will  need  partners,  especially 
in  the  US  market.  In  Europe, 
he  says  SBS  aims  to  be  in  the 
top  three  across  the  main 
markets.  “We  want  to  build  an 
incredibly  strong  base  In 
Europe  and  become  profitable 
outside."  SBS’s  strategy  is  to 
enter  new  markets  through 


After  a gold  rush, 
this  market  is 
down,  but  not  out 


Russia’s  IT  market  is  at  a low  ebb.  PC  sales  have  slumped  in 
recent  months,  but  there  are  some  faint  signs  of  hope 


001301x6109  contracts. 

Recently,  SBS  won  a 
six-year  contract  from  the 
Argentine  government  to  issue 
the  country's  whole 
population  with  new 
non-forgeable, 
machine-readable  identity 
cards.  Siemens,  which  wil 
work  with  US,  European  and 
local  companies  on  the 
DM1  bn  project,  is  also  in  line 
for  an  ID  card  contract  in 
Brazil,  using  the  same 
technology. 

In  the  UK.  it  recently  beat 
EDS  to  a high-profile  £1bn 
($1 .6bn}  outsourcing  deal  for 
National  Savings.  This  will  run 
for  15  years,  with  National 
Savings  records  to  be  fully 
computerised  and  its  sales 
operations  to  be  extended. 
Siemens  is  also  involved  in 
the  digital  processing  of 
British  passport  applications. 

In  the  corporate  arena, 
Siemens  is  targeting  both  the 
Wg  multinationals  and 
mid-sized  companies.  For  the 
latter,  it  offers  simpler 
pre-packaged  and 
pre-con  figured  solutions  rather 
than  elaborate  custom-made 
systems.  They  do  not  want 
all  the  bells  and  whistles." 

The  three  main  planks  of 
SBS's  programme  are 
business  transformation, 
integration  and  management 
Thus  It  has  close  links  with 
the  main  enterprise  resource 
planning  (ERF1)  companies 
such  as  SAP,  also  based  in 
Germany,  PeopleSoft  and 
others.  Altogether,  Siemens 
has  some  2,200  people 
working  on  Integrating  SAP 
systems  with  Its  clients, 
making  it  SAP's  largest 
worldwide  partner. 

Siemens  also  intends  to  ride 
the  gathering  e-business, 
wave,  it  has  developed  online 
banking  services  for  Garanti 
Bank  in  Turkey,  Italy's 
ONBanca  and  Bank  of  Austria. 
SBS  provides  web  site  design 
services  to  budding 
commercial  users  of  the 
Internet. 

tt  has  developed  "e-speed" 
as  a collection  of  service 
packages  and  modules 
covering  the  full  range  of 
electronic  business  from 
Internet  sites  to  corporate 
intranets  and  extranets, 
electronic  document 
interchange  and  security. 
E-speed  is  being  launched  in 
Europe  in  the  first  half  of  this 
year  and  then  in  the  US  and 
other  selected  countries.  * 

Siemens  is  determined  that 
its  energetic  push  into  the 
global  services,  outsourcing 
and  e-commerce  markets  will 
pay  off  in  terms  of  increased 
market  share  and  profitability. 

It  wants  services  to  account 
for  half  of  l&C  operations' 
turnover  In  five  years.  But 
forcing  its  rivals  to  step  down 
a few  places  wtfl  be  a stiff 
challenge. 

Andrew  Fisher 


Anyone  looking  for  early 
warning  signs  of  Russia's 
financial  crisis  last  August 
could  have  done  worse  than 
to  heed  the  signals  coming 
from  its  computer  sector. 
Those  now  hoping  for  signs 
of  a rapid  recovery  might  do 
better  to  look  elsewhere. 

At  the  end  of  1997,  the 
great  Russian  Gold  Rush 
was  in  full  swing.  With  just 
4m  personal  computers  for  a 
country  of  150m  people,  it 
was  starting  from  a low 
base.  But  things  were  chang- 
ing fast.  Robert  Farish, 
research  manager  for  Inter- 
national Data  Corporation  In 
Moscow,  says:  “Russia  repre- 
sented half  of  all  PC  sales  in 
eastern  Europe,  and  we  were 
predicting  it  would  become 
the  third  largest  market  in 
Europe." 

That  was  all  to  stop.  IDC's 
statistics  for  the  first  quarter 
of  1998  already  showed  signs 
of  impending  gloom,  as  the 
shipment  of  PC  units 
dropped  from  456,366  in  the 
final  three  months  of  1997  to 
336.523  in  the  first  quarter 
and  just  141.299  by  the  third. 
It  estimated  the  total  infor- 
mation technology  market  at 
$3.5bn  in  1997,  but  just 
$2.5  bn  for  199S. 

The  gloomy  message  is 
echoed  by  Philippe  VUlaume. 
general  manager  of  Ander- 
sen Consulting  in  Moscow. 
“Like  a lot  of  consultants, 
the  market  was  going  very 
well  for  us  until  August."  he 
says.  "We  were  growing  at 
200  per  cent  a year,  and  had 
a target  for  1999  of  $8m  in 
revenues.  That  is  obviously 
now  having  to  be  modified." 

Since  the  crisis,  the  com- 
pany has  cut  back  its  100- 
strong  staff  there  by  20 
people,  and  sent  another  30 
on  secondment  to  other 
Andersen  offices  around  the 
world  to  give  them  training 
and  experience  until  the 
market  picks  up,  ButMr  Vil- 
laume  adds:  "I  still  don’t 
have  a clear  view  of  what 
will  happen.  My  own  view  is 
that  things  may  get  worse.” 
-One  challenge  he  faces  is 
getting  clients  to  pay  their 
bills.  Andersen  increasingly 
demands  up-front  payment  - 
of  up  to  80  per  cent  - to 
ensure  it  is  reimbursed  for 
its  work.  Consultants,  gener- 
ally, have  been  cautious  in 
taking  on  work  for  sectors 
such  as  the  state  - unless 
financed  directly  by  interna- 
tional aid  - because  of  its 
notorious  reputation  for  pay- 
ment 

Another  long-term  chal- 
lenge for  computer  consul- 
tants is  the  peculiar  struc- 
ture of  the  Russian 
computer  market.  Mr  Farish 
says  that  software  and  con- 
sultancy has  traditionally 
represented  a low  proportion 
of  business  compared  with 
other  countries.  “People  are 
very  bad  at  buying  intangi- 
bles here,"  he  says.  "There  is 
very  much  a do-it-yourself 
mentality." 

That  Is  bad  news  for  inter- 
national consultants,  which 
pride  themselves  on  selling 
"business  solutions"  rather 
than  narrow  technical 
advice  or  equipment. 

"Computing  is  still  per- 
ceived in  Russia  as  a techni- 
cal speciality."  says  Alexan- 
der Gorbunov,  a manager 
with  Andersen.  “And  one 
that  companies  believe  can 
be  done  in-house.  Computing 
was  seen  as  a technical 
department,  like  plumbing 
or  construction.  It  is  difficult 
to  gain  respect,  and  to  raise 
the  status  of  information 
technology  to  something 
that  is  considered  by  the 
chief  executive." 

The  consequence  has  also 
been  a problem  for  those 
Russian  clients  seeking 
value  for  money.  Mr  Gorbu- 
nov says  that  with  grants 
burn  international  organisa- 
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tions,  they  would  often  buy 
a computer  which  “would  be 
sitting  there  for  two  years 
doing  nothing  while  staff 
worked  out  what  to  do  with 
it". 

The  same  applied  to  soft- 
ware. He  argues  that  compa- 
nies would  buy  locally-pro- 
duced packages  - as  well  as 
foreign  ones  which  were 
often  ill -adapted  to  the  local 
market  - without  any  exter- 
nal advice.  The  result  was 
that  “programs  were  sold 
and  just  sat  on  the  shelves", 
he  says.  “People  could  not 
do  anything  with  them." 

There  are  exceptions.  SAP. 
the  German-based  company, 
has  built  a considerable  Rus- 


Analysts  estimate 
that  a high  level 
of  software  used 
in  Russian 
businesses  is 
pirated 


sian  presence,  and  has 
adapted  its  business  soft- 
ware not  only  to  handle  the 
cyrillic  alphabet  and  the  lan- 
guage, but  also  to  deal  with 
the  country’s  specific 
accounting,  tax  and  other 
regulatory  requirements. 

Mr  Farish  remains  scepti- 
cal about  the  priority  given 
by  many  businesses  to 
sophisticated  packages,  how- 
ever. “Most  Russian  compa- 
nies spend  a lot  of  time 
avoiding  paying  taxes."  he 
says.  “They  are  not  going  to 
spend  time  making  things 
transparent  for  when  the  tax 
police  come  to  visit" 

There  are  also  consider- 
able problems  with  copy- 
right The  Business  Software 
Alliance  estimates  that  95 


per  cent  of  Russian  software 
is  pirated  - even  if  its  statis- 
tics are  skewed  towards  per- 
sonal computer  use,  and  the 
proportion  is  lower  for  cor- 
porate software. 

But  if  foreign  businesses 
involved  In  the  Russian  mar- 
ket have  suffered,  so  too 
have  domestic  suppliers. 
Another  peculiarity  of  the 
country  Is  that  the  big 
names  have  never  held  a 
very  large  share  of  PC  sales: 
just  175,000  of  the  nearly  one 
million  units  last  year  were 
international  brands.  A fur- 
ther 50,000  were  non-branded 
imports,  but  the  bulk  of 
sales  were  locally-assembled 
PCs. 

Given  the  modest  skills 
required,  as  well  as  the  huge 
distances,  high  capital 
requirements  and  the  diffi- 
culties with  customs  clear- 
ance, local  assembly  is 
highly  attractive. 

Mr  Farish  estimates  that 
about  2.000  such  companies 
now  exist  But  even  the  mar- 
ket leaders  - such  as  VIST, 
R&K  and  CLR  - have  been 
hard  hit  by  the  crisis. 

There  is  room  for  some 
optimism.  Russian  software 
providers  are  developing 
fast,  and  have  established  a 
world-class  reputation  in 
some  sectors  which  were 
often  Soviet  research 
strengths  in  the  past: 
encryption,  machinp  transla- 
tion, optical  character  recog- 
nition and  anti-virus  pro- 
grams, for  example. 

One-off  niches  also  offer 
considerable  potential,  such 
as  preparations  for  the  mil- 
lennium and  ensuring  that 
computer  systems  are  Y2K- 
compliant. 

“Our  impression  is  that 
Russia  is  way  behind  on  tbe 
curve,"  says  one  interna- 
tional consultant  who  has 
worked  on  the  subject 

And  in  the  longer-term, 
the  Internet  and  electronic 
commerce  have  triggered 
huge  interest.  Even  if  the 
rate  of  growth  has  dipped, 
the  trend  is  still  upwards: 
£DC  figures  show  545,093 
paying  Internet  subscribers 
in  1998,  compared  with  just 
191,427  in  1996.  The  research 
group  estimates  that  1.2m 
Russians  have  access  to  the 
Internet 

There  is  even  a glimmer  of 
hope  from  its  latest  statistics 
on  PC  shipments:  they  rose 
again  in  the  fourth  quarter 
of  1998  to  224,279.  The  mar- 
ket may  be  down,  but  it  Is 
certainly  not  out. 
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Home  theatre  headgear:  in  New  York,  Sony  executive*  Dan  Wcholsoti,  left,  and  Federico  Stubbelry 
out  Sony's  GJasstron,  the  portable  10-ounce  headset  that  replicates  the  experience  of  viewing  a 
52-Inch  TV  at  6.5  ft.  The  Gtasstron  connects  to  any  analogue  or  digital  source  ap 


Online  message  heralds 
broadcasting  shake-up 


As  digital  technology  shrinks  the  world  further,  Marshall 
McLuhan's  striking  ideas  of  three  decades  ago  are  gaining  a 
new  relevance,  writes  Paul  Taylor 


The  emergence  of  the 
Internet  as  a universal 
broadcast  medium  and  the 
web  as  a vast  online  infor- 
mation resource  has  been 
described  as  the  most  pro- 
found communications  event 
since  the  introduction  of  the 
telephone  a century  ago. 

It  would  certainly  have 
fascinated  Marshall  McLu- 
han,  the  Canadian  mass 
media  visionary  whose  most 
famous  quote  - from  his 
book  Understanding  Media: 
The  Extensions  of  Man,  pub- 
lished in  1964  - is  probably: 
“The  medium  is  the  mes- 
sage". 

For  him,  the  perception  of 
information  was  a function 
of  the  medium  by  which  it 
was  received.  Thus  radio 
was  a “hot  medium"  because 
it  required  the  listener  to 
convert  its  messages  from 
verbal  to  mental  imagery, 
while  television  was  a “cool 
medium”  because  the  same 
messages  viewed  on  a TV 
screen  provided  a largely 
passive  experience.  By  these 
measures,  the  Internet  and 
the  web  are  probably  both 
hot  and  cold. 

Certainly,  as  Lewis 
Lapham  noted  in  the  intro- 
duction to  a reissued  version 
of  the  book  marking  the  30th 
anniversary  of  its  original 
publication,  “MTV,  the  Inter- 
net, e-mail  and  home-shop- 
ping have  acquired  a rele- 
vance that  is  best 
understood  as  being  McLu- 
hanesque". 

But  there  are  opposing 
views.  For  example  Tom 
Koch,  in  his  recently  pub- 
lished book.  The  Message  is 
the  Medium,  argues  that 
what  drives  online  expan- 
sion is  its  content  and  the 
ability  to  send  messages  to 
specific  people.  He  contends 
that  popular  acceptance  of 
these  technologies  is  driven 
not  by  the  medium's  attrac- 
tion. but  by  the  quality  and 
content  of  data  it  allows 
users  to  send  and  receive. 

All  three  men  would  prob- 
ably agree,  however,  that  the 
changes  under  way  in  the 
media  business  today  are  no 
less  profound  than  those 
ushered  in  by  Johannes 
Gutenberg,  father  of  the 
printing  press,  more  than 
500  years  ago. 

The  main  driving  force 
behind  these  changes  is  the 
adoption  of  digital  technol- 
ogy as  the  basis  for  the  cre- 
ation, manipulation,  distri- 
bution and  storage  of 
"intellectual  property"  in 
any  of  its  guises.  This  means 
that  any  form  of  informa- 
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tion,  whether  text,  data,  still 
images,  audio  or  video,  can 
be  easily  recorded,  com- 
pressed, transmitted  and 
reconstituted  with  little  or 
□o  loss  of  quality  and  often 
at  a fraction  of  the  cost  of 
traditional  “analogue" 
systems. 

The  dawn  of  the  “Informa- 
tion age"  based  upon  stan- 
dard Internet  technologies 
such  as  TCP/IP  and  HTML 
has  raised  a number  of 
important  issues  for  tradi- 
tional publishers,  broadcast- 
ers and  information  services. 
In  particular,  it  has  already 
led  to  increased  competition, 
accelerated  the  move 
towards  globalisation  and 
fostered  the  development  of 
new  multimedia-based,  inter- 
active Information  and 
entertainment  services  - 
many  of  which  are  unen- 
cumbered by  physical  distri- 
bution networks  and  high 
overheads. 

The  new  business  chal- 
lenges and  opportunities  are 
reflected  in  the  growing 
number  of  alliances,  partner- 
ships and  mergers  la  the  IT, 
communications  and  enter- 
tainment industries.  Else- 
where. convergence  is  creat- 
ing powerful  new'  business 
opportunities  and  chal- 
lenges. 

For  example.  Internet  tele- 
phony and  e-mail  are  chal- 
lenging traditional  telecoms 
business  models,  while  web 
television  and  “push"  tech- 
nologies are  forcing  broad- 
casters and  information  sup- 
pliers to  reassess  their 
strategies  and  embrace  new 
technologies  such  as  digital 
broadcasting,  cable  modems 
and  digital  versatile  disk 
(DVD)  which  all  promise  a 
revolution  in  delivery  chan- 
nels. 

In  other  sectors  such  as 
publishing,  the  emergence  of 


online  booksellers  like  Ama- 
zon.com has  forced  tradi- 
tional book  retailers  to  re-ex- 
amine their  business  models 
and  rush  to  set  up  their  own 
Internet  bookstores  - even 
though,  at  least  for  the 
moment,  the  fulfilment  of 
online  orders  still  involves 
the  physical  distribution  of 
books. 

Some  traditional  publish- 
ers have  invested  heavily  in 
new  media,  particularly  CD- 
Roms  and  online  services, 
and  have  experienced  mixed 
success.  Oiher  publishers 
have'  held  back  because  of 
inertia  and  fears  about  can- 
, nibalisatlon,  leaving  open 
‘ the  possibility  that  new 
entrants,  including  content 
“aggregators” -and  portals, 
will  hijack  their  markets. 

So  for,  however,  although 
electronic  news  and  informa- 
tion services  - particularly 
those  based  on  open  Internet 
standards  - have  shown  dra- 
matic growth  in  recent 
years,  they  have  not  eaten 
into  the  circulation  of  the 
established  print  media.  In 
fact,  electronic  publishing 
has  actually  broadened  the 
reach  of  traditional  print 
media  and  supplemented 
rather  than  replaced  existing 
titles. 

Nevertheless,  as  the  battle 
for  advertisers  heats  up  and 
e -commerce  attracts  more 
and  more  online  consumers, 
the  economics  of  traditional 
print  distribution  could 
change  dramatically.  Forres- 
ter Research  estimates  that 
the  global  online  advertising 
market  will  grow  to  $5bn  by 
2003  and  lead  to  “the  emer- 
gence of  global  media  com- 
panies as  the  growing  inter- 
national ad  market,  intense 
competition,  the  need  to 
diversify  and  the  internet's 
economies  of  scale  drive 
media  consolidation". 

In  other  media  areas, too. 
changes  are  under  way.  For 
example,  most  studies  sug- 
gest that  as  household  PC 
and  Internet  penetration 
grows,  the  number  of  hours 
spent  watching  TV  are 
beginning  to  decline.  In 
order  to  win  this  “battle  for 
the  eyeballs",  broadcasters 
are  increasingly  looking  to 
digital  interactive  services  to 
enhance  the  TV  experience 
and  hold  onto  their  audi- 
ences. 

Digital  TV.  though  essen- 
tially a new  method  of  TV 
transmission,  has  become 
the  buzzword  for  a revolu- 
tion. said  consultants  Booz 


Turn  to  next  page 


i 


K-. 


me  m h -■ 

IfllltY  v- v ■ n 
• ‘ - “ * ; 


heralds 

-ud 


••  • 

•«<  • 


r.  :••  ’ ■ 

iV.  f 


.'K.j. 


•;j“  17 


;-nn'- 


>1- 


FINANCIAL  TIMES  WEDNESDAY  MARCH  3 1999 


XVII 


F.T-.1T  REVIEW  17  - NEW  .MEDIA 


BROADCASTING 


New  channels 
of  delivery 


From  previous  page 

Allen  Hamilton  in  a newslet- 
ter last  year.  With  its  poten- 
tial for  narrowcasting,  indi- 
vidualised viewing  and  full 
interactivity,  it  represents 
an  opportunity  to  push  TV 
into  the  online  world,  as  well 
as  hasten  the  development  of 
multimedia  into  a mass-mar- 
ket medium 

For  broadcasters,  Britain 
has  emerged  as  a digital  TV 
test-bed,  with  digital  satellite 
already  competing  directly 
with  digital  terrestrial  ser- 
vices and  digital  cable  due  to 
be  launched  later  thfa  year  — 
all  are  planning  to  offer 
interactive  shopping,  bank- 
ing and  other  services 
including  Internet  access. 
Other  European  countries 
are  following  quickly. 

“Innovative  players,  com- 
mon standards  (digital  video 
broadcast)  and  government 
support  helped  Europe  make 
an  early  start  in  digital  TV," 
noted  Forrester  Research  in 
a recent  report.  “'More  than 
half  of  the  French,  British 
and  Swedish  TV  households 

will  go  digital  by  2005;"  For- 
rester predicts  that  verti- 
cally integrated  platform 
operators  like  Canal  Plus 
and  BskyB,  which  own  both 
content  and  subscribers,  will 
benefit  most  in  the  new 
more  competitive  market” 

Elsewhere,  in  the  music 
industry,  for  example,  the 
development  of  high  quality 
digital  file  formats  like  MP3 
has  begun  to  challenge  the 
grip  exercised  by  traditional 
music  publishers  and  distrib- 
utors over  musicians  who 
now  see  the  opportunity  to 
sell  their  wares  directly  to 
end  users. 

“With  grassroots  support 
rocketing,  MP3  looks  set  to 
become  the  next  great  music 
opportunity,  with  or  without 
the  support  of  the  vast 
majority  of  ‘old  guard'  intel- 
lectual property  owners," 
noted  IMRG  (Interactive 
Media  in  Retail  Group),  the 
European  industry  research 
and  pressure  group,  in  a 
recent  briefing  note.  . 

“Bandwidth  is  m/maasing, 
data  storage  costs  are  plum- 
meting, an  ti  audio  streaming 
is  maturing,"  said  IMRG.  In 


an  industry  rallying  call,  the 
note  concluded:  “There  is 
nothing  easy  about  the  revo- 
lution going  on  in  music  dis- 
tribution. All  traditional 
commercial  connections  are 
rapidly  reviewing  their  pur- 
pose in  life  and  are  seriously 
contemplating  the  defence  of 
the  bottom  line.  MP3  is  her- 
alding the  first  great  con- 
sumer conversion  to  the  net- 
worked economy  - watch 
out,  your  market  is  nest." 

Indeed,  with  music,  com- 
puter software  and  other 
forms  of  copyright  material, 
the  Internet  can  pose  a con- 
siderable threat  because  it 
can  facilitate  piracy.  Accord- 
ing to  the  Business  Software 
Association,  piracy  on  the 
Internet  is  now  the  fastest 
growing  problem.  Similarly, 
there  is  little  doubt  that 
copyright  material,  includ- 
ing digital  images,  is  often 
downloaded  illegally  from 
the  Internet 

New  media's  delivery 
channels  today  include 
“offline''  stored  distribution 
mechanisms,  such  as  CD- 
Roms  and  their  derivatives 
including  DVD,  and  online 
“real-time"  wired  and  wire- 
less networks  such  as  the 
Internet  and  digital  broad- 
cast technologies  including 
cable,  terrestrial  and  satel- 
lite systems. 

While  bandwidth  is  con- 
strained, it  seems  inevitable 
that  stored  new  media  will 
play  an  important  role  in 
new  media  distribution. 
However,  this  could  change. 
John  Griffin,  former  head  of 
new  media  at  Geffen  Records 
who  now  runs  OneHouse,  a 
Los  Angeles-based  consult- 
ing group,  argues  that  the 
only  time  consumers  store 
things  is  when  they  are  inse- 
cure about  their  ability  to 
get  them  just-in-time. 

According  to  Mr  Griffin, 
“the  future  is  not  so  much 
about  a change  in  distribu- 
tion, but  the  atrophy  of  dis- 
tribution and  the  arrival  erf 
Just-in-time  delivery  of  mass 
customised  bits”.  If  he  is 
right.  IMRG  notes,  “indus- 
try’s copyright  problems 
now  wiD  look  like  chicken 
feed  compared  with  the  prob- 
lems they  face  in  coming 
years". 


DIGITAL  RADIO  by  Cathy  Newman 


Tune  in  for  CD 
quality  sound 

New  technology  will  be  a boon  for  those 
wanting  nothing  but  the  very  best  in  radio 
sound,  although  the  cost  is  still  high 


Walk  into  any  big  UK 
electronics  retailer  and  you 
cannot  fail  to  notice  the  digi- 
tal television  receivers.  The 
same  cannot  be  said  for  digi- 
tal radio. 

Where  television  has  very 
publicly  gone  digital,  most 
people  are  probably  unaware 
that  the  same  revolution 
awaits  radio.  Later  this  year, 
the  first  commercial  digital 
radio  service  is  being 
launched- in  the  UK,  one  of 
the  most  advanced  countries 
in  this  area. 

But  what  exactly  will  the 
new  technology  bring  to  the 
wireless?  The  most  obvious 
improvement  over  tradi- 
tional analogue  radio  will  be 
CD-quality  sound.  Digital 
wfll  eliminate  crackles  and 
hisses  which  currently 
plague  radio  listeners,  par- 
ticularly those  who  tune  in 
while  in  cars. 

Because  digital  enables 
many  more  frequencies  to  be 
squeezed  in,  the  new  tech- 
nology will  see  a big 
increase  in  the  number  of 
radio  stations.  There  are 
about  230  national  and  local 
stations  in  Britain  at  the 
moment  That  figure  could 
more  than  double  once  digi- 
tal arrives. 

Radio  operators  say  the 
other  notable  benefit  wfll  be 
the  introduction  of  data  ser- 
vices on  digital.  Data  _ on 
travel  news  or  share  prices 
can  be  viewed  on  a five-inch 
colour  screen  built  into  the 
digital  radio  sets. 

But  it  is  hard  , to  believe 
these  changes  are  under 
way,  since  the  hardware 
needed  to  receive  the  new 
services  is  not  widely  avail- 
able. Although  digital  car 
radios  went  chi  sale  last  year, 
sets  for  the  home  arc  not 
expected  to  reach  the  shops 
until  later  in  the  spring. 

Nevertheless,  some  radio 
companies'  plans  are 
advanced.  Digital  One,  a con- 
sortium led  by  GWR  Group, 
owner  of  Classic  FM,  won 
the  only,  national  commer- 
cial multiplex  - or  handle  of 
frequencies  — to  broadcast 
digital  radio.  It  will  be 
launched  in  October,  and 


wifl  offer  digital  versions  of 
the  three  existing  national 
stations  - Virgin  Radio,  Talk 
Radio  and  Classic  FM  - and 
five  other  services  broadcast 
across  the  UK-  These  will 
range  from  rock  channels  to 
news  and  sport 

Mean while,  the  BBC  has 
invested  £10m  in  a digital 
radio  network  which  is  now 
broadcasting  to  60  per  cent 
of  Britain's  population,  even 
if  only  a handful  of  people 
have  the  equipment  to  hear 
the  new  services. 

The  BBC  is  broadcasting 
Radio  1,  2,  3,  4 and  5 in  digi- 
tal format.  There  are  addi- 
tional channels,  including 
extra  sports  commentary 
and  coverage  of  House  of 
Commons  debates.  The  BBC 
is  also  exploring  the  possibil- 
ity of  piloting  a travel  data 
service  and  a music  archives 
channel. 

Plans  for  launching  local 
commercial  radio  into  the 
digital  age  are  more  embry- 
onic. Bids  for  the  first 
licences  to  broadcast  local 
digital  radio  are  only  invited 
later  this  year,  although  sev- 
eral groups  have  already 
expressed  an  interest  in 
applying. 

Glyn  Jones,  managing  edi- 
tor and  project  director  of 
BBC  Digital  Radio,  is  enthu- 
siastic about  the  new  tech- 
nology’s prospects.  But  he 
admits:  “The  only  barrier 
the  retailers  are  reporting  is 
the  price." 

Although  the  cost  of  the 
equipment  is  expected  to 
come  down,  a car  radio  cur- 
rently costs  £500.  while  stan- 
dalone digital  radios  for  the 
home  are.  priced  at  £700. 
Unlike  digital  television, 
broadcasters  have  ruled  out. 
at  this  stage,  sofesfifiring  the 
gets  to  persuade  customers 
to  buy.  That  is  one  reason 
why  it  is  easier  to  list  selling 
points  for  digital  television 
than  for  radio. 

Another  problem  is  that, 
from  October,  only  70  per 
cent  of  Britain  will  be  able  to 
receive  Digital  One’s  ser- 
vrices,  although  that  audi- 
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INTERACTIVE  TV  by  Tom  Foremski 


Busier  life  ahead  for  couch  potatoes 


New  digital  technology  is  putting  more  choice  in  the  hands  of  traditional  TV  audiences 
who  will  increasingly  be  able  to  decide  their  own  programme  schedules 


Since  regular  television 
viewers  are  often  thought  of 
as  “couch  potatoes”,  the  idea 
of  interactive  television 
might  seem  rather  a contra- 
diction in  terms.  Yet  many 
people  are  already  interact- 
ing with  their  TVs. 

People  surf  dozens  of  TV 
channels  several  times  dur- 
ing the  course  of  their  view- 
ing; TV  shopping  channels 
sell  huge  volumes  of  prod- 
ucts to  viewers  wilting  to 
pick  up  a phone  and  place 
orders:  and  online  chat  sites 
involve  thousands  of  viewers 
sharing  comments  while 
they  view  TV  programmes. 

Yet  truly  interactive  TV 
has  yet  to  arrive.  Early 
experiments  such  as  Time 
Warner's  Full  Service  Net- 
work in  the  early  1990s  failed 
to  provide  a decent  business 
model.  And  early  interactive 
TV  project  failures  have  to 
some  extent,  tainted  the 
term  itself,  so  that  compa- 
nies now  tend  to  use  terms 
such  as  “enhanced  TV". 

But  with  the  rise  of  the 
Internet,  and  the  continuing 
convergence  between  PCs 
and  TV  platforms,  interac- 
tive TV  has  a new  lease  of 
life.  Those  promoting  the 


concept  now  face  two  key 
issues:  working  out  how  to 
establish  the  underlying 
industry  standards  and 
assessing  tbe  degree  to 
which  viewers  will  want  to 
interact  with  TV  pro- 
grammes. At  its  simplest 
level,  an  interactive  TV 
could  be  defined  as  a TV 
with  a set-top  box  on  a digi- 
tal two-way  cable  or  satellite 
system,  or  even  using  a 
built-in  modem,  that  offers 
Internet  features  such  as 
web  browsing  and  e-mail. 

This  Is  already  available  in 
products  sucb  as  Microsoft's 
WebTV  and  other  set-top 
boxes,  with  more  on  the 
way.  But  there  is  a also  a 
more  integrated,  full-fea- 
tured interactive  TV  ideal, 
combining  TV  viewing  with 
e-commerce  features  linked 
to  commercials,  user-defined 
programming  of  content, 
and  access  to  online  content 
related  to  specific  TV  pro- 
grammes. 

With  the  Internet  as  a 
global  network  to  link  inter- 
active TV  viewers,  the  com- 
munications medium  is  in 
place,  ready  to  be  used.  To 
pave  the  road  ahead  to  full 
interactive  TV  requires 


broadly  accepted  standards 
in  communications  and 
hardware  platforms  to 
deliver  interactive  TV  to  the 
largest  possible  number  of 
TV  viewers. 

Planning  interactive  TV 
content  will  require  many 
trial  efforts  to  find  tbe  best 
mix  of  user  interface  and 
features.  But  without  the 
neccessary  underlying  com- 
munications and  hardware 
standards,  interactive  TV 
developers  must  contend 
with  a fragmented  market 

United  effort 

The  largest  industry  effort 
to  develop  interactive  TV 
standards  was  launched  last 
summer.  CableLabs,  CNN, 
DirecTV,  Discovery.  Disney, 
Intel,  Microsoft.  NBC.  NDTC 
Technology,  NCI,  PBS.  Sony, 
Thomson,  Tribune  and 
Warner  Bros  and  others, 
founded  the  Advanced  Tele- 
vision Enhancement  Forum 
(ATVEFi. 

This  combination  of  com- 
puter companies  and  broad- 
casters is  advocating  interac- 
tive TV  standards  based  on 
Internet  standards  and  using 
TVs  with  PC-like  features. 


ATVEF*s  goal  is  to  create 
industry  standards  that 
enable  interactive  TV  con- 
tent to  be  delivered  over  any 
communications  medium, 
such  as  analogue,  digital, 
cable  or  satellite,  to  all  types 
of  broadcast  receivers  that 
comply  with  base  specifica- 
tions. It  is  a laudable  goal 
and  designed  to  avoid  the 
standards  battles  that  typi- 
cally hamper  market  growth 
- but  not  all  is  going  to  plan. 

Manufacturers  of  TVs  do 
not  like  tbe  PC-centric 
approach  of  ATVEF.  which 
is  why  ATVEF  membership 
lacks  many  major  TV  manu- 
facturers. While  Sony  is  a 
supporter  of  ATVEF.  Thom- 
son. was  brought  in  only 
after  Microsoft  made  a 7.5 
per  cent  equity  investment 
in  Thomson  Multimedia  and 
promised  to  co-develop 
“enhanced”  TVs. 

The  reluctance  of  TV  man- 
ufacturers to  embrace  a PC 
model  for  interactive  TV  is  a 
defensive  move  as  PCs 
increasingly  challenge  TV 
sales.  It  is  a struggle  over 
who  will  control  the  even- 
tual convergence  of  the  PC/ 
TV  platform.  The  Advanced 
Television  Systems  Commit- 


tee (ATSC)  group,  whose 
membership  Includes  most 
major  TV  manufacturers. 
has  not  endorsed  the  ATVEF 
proposal  and  is  debating  dif- 
ferent interactive  TV  stan- 
dards. 

For  TV  manufacturers,  the 
stakes  are  high-  Giving  in  to 
the  PC-centric  standards 
model  means  essentially 
turning  the  TV  Into  a PC 
and  inviting  competition 
from  many  PC  manufactur- 
ers. But  if  TV  manufacturers 
can  hold  onto  their  prime 
position,  in  the  centre  of  the 
family  living  room,  the 
future  holds  many  more 
opportunities. 

The  TV  could  become  the 
entertainment  and  commu- 
nications hub  of  a home  net- 
work that  connects  other 
TVs  and  PCs  to  outside  com- 
munications and  entertain- 
ment services,  including 
interactive  TV.  Japanese  TV 
manufacturers,  for  example, 
have  already  demonstrated 
TV  models  that  include  large 
hard  drives  and  memory 
that  can  store  digital  TV 
content  and  act  as  home- 
based  servers  connecting 
other  entertainment  devices. 

This  gulf  between  the  two 
main  camps  - the  supporters 
of  the  PC-centric  model  and 
the  TV  manufacturers  - 
does  not  bode  weU  for  the 


future  of  interactive  TV. 
"Despite  the  exponential 
penetration  of  the  PC  and 
the  long  predicted  conver- 
gence of  the  PC  and  TV,  it  is 
clear  that  there  will  con- 
tinue to  be  clear  blue  water 
between  the  two,"  notes 
Roger  Rendle.  a consultant 
with  PA  Consulting  Group 
in  a recent  paper. 

But  TV  manufacturers  will 
be  hard  pressed  to  stop  the 
momentum  of  PC-based  tech- 
nologies into  the  TV.  This  is 
best  expressed  by  the  grow- 
ing market  for  set-top  TV 
boxes  and  the  development 

of  powerful  boxes  that  can 

convert  TVs  into  interactive 
TVs.  with  or  without  the 
blessing  of  TV  makers. 

National  Semiconductor, 
for  example,  is  developing  a 
PC-on-a-chip  with  its 
MediaPC  chip  due  this  sum- 
mer. National  hopes  to  sell 
MediaPC  for  as  little  as  $50. 
effectively  allowing  manu- 
facturers to  embed  a PC  sys- 
tem in  a wide  range  of  appli- 
cations. 

“We  are  seeing  a lot  of 
interest  in  MediaPC  for  use 
in  digital  set  top  TV  boxes, 
especially  in  Europe."  says 
Brian  Hhlla.  chief  executive 
of  National  Semiconductor. 
“We  can  also  customise  the 
MediaPC  for  specific  applica- 
tions.” 
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Pocket  a world  of  dreams 
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Uular  phones  are  perhaps  one  of  the  most  user-friendly  devices 
modem  technology  has  devised.  However,  can  you  imagine  the  potential 
stored  within? 

We  can.  We  are  NTT  DoCoMo,  Japan's  leading  mobile  communications 
operator.  We  are  committed  to  expanding  the  frontiers  of  mobile  communi- 
cations convenience  in  ways  most  people  have  never  dreamed  of.  Imagine 
the  advantages  of  browsing  the  Internet  exchanging  e-mail;  conducting 
banking  and  stock  transactions;  making  flight  reservations  and  even  checking 
the  news  and  weather  at  your  next  destination  via  HTML-based  text  informa- 
tion on  your  cellular  phone.  These  services  become  available  in  Japan  from 
February  1999- 

We’re  also  actively  participating  in  the  Wireless  Application  Protocol 
Forum  (WAP)  in  its  quest  for  a universal  standard.  In  addition,  our  next  logical 


step  of  full-motion  video  reception  and 
Transmission  capability,  using  the 
Wideband  Code  Division  Multiple  Access 
(W-CDMA)  technology,  is  well  under  way. 

We  hope  to  begin  such  sen/ices  in  early  2001 . 

At  NTT  DoCoMo’s  R&D  center  in  Japan, 
we  are  dedicated  to  developing  the  mobile 
communications  technologies  of  the  future. 

We  also  invite  leading  manufacturers, 
operators  and  other  R&D  organizations  from  around  the  world  to  participate 
in  ongoing  technology  exchange  and  open  system  tests. 

See  these  and  other  NTT  DoCoMo  developments  dedicated  to  more  con- 
venient business  and  leisure  lifestyles  at  CeBfT99. 


NTT  Mobile  Communications  Network,  Inc. 


http://www.  nttdocomo.com 
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DIGITAL  TV  AND  THE  PC  by  George  Black 


Vision  of  converging  worlds 


The  next  generation  of  digital  TVs  will  allow  viewers  to  become 
much  more  interactive,  but  PCs  will  still  be  the  favoured  choice 
for  some  non-entertainment  uses 


The  convergence  of  personal 
computers  and  digital  televi- 
sions has  long  been  forecast, 
but  how,  whan  and  to  what 
extent  this  will  happen 
remain  unclear. 

The  next  generation  of  dig- 
ital televisions  will  undoubt- 
edly have  much  more  inter- 
active capability  and  make 
them  much  more  like  per- 
sonal computers,  particu- 
larly in  their  ability  to  host 
the  Internet 

But  that  does  not  necessar- 
ily mean  that  the  two  tech- 
nologies will  converge  com- 
pletely. Some  functions, 
such  as  home  shopping  and 
home  banking,  may  be  car- 
ried out  more  on  televisions 
and  less  on  PCs,  but  even 
that  is  not  yet  certain. 

The  matn  impact  of  digital 
TV  on  the  Information  tech- 
nology industry  is  expected 
to  be  a huge  expansion  of 
the  number  of  Internet 
users,  especially  casual 
users. 

As  television  is  much 
more  pervasive  than  are 
PCs,  and  will  be  much  easier 
to.  use  even  when  it  is  more 
interactive,  many  more 
people  wiD  become  - at  least 
to  a limited  extent  - familiar 
with  digital  technology.  PCs 
are  owned,  as  a rule,  by  only 
about  a quarter  of  house- 
holds in  Europe,  whereas 
televisions  are  owned  by 
more  than  go  per  cent 

Digital  TV,  therefore, 
could  bring  the  break- 
through that  has  long  been 
sought  to  turn  computer 
technology  Into  a mass  mar- 
ket So  far.  all  the  efforts  to 
make  PCs  easier  to  use 
through  the  refinement  of 
Microsoft  Windows  and 
other  common  user  Inter- 
faces have  largely  failed  to 
spread  the  technology  to  the 
majority  of  the  population. 

However,  the  looked-for 
revolution  supposes  first 
that  digital  TV  will  quickly 
be  a big  success  and,  second, 
that  it  will  provide  a direct 
replacement  for  the  PC.  Nei- 
ther Of  these  assumptions  fa 
unquestionable. 

Media  analysts  suggest 
that  the  take-up  rate  of  digi- 


tal TV  fa  very  uncertain  and  vergence  in  niche  markets  - 
the  early  offerings  may  be  ' for  example,  students  in  bad- 


ness. 

Same  home  hanking  and 
shopping  functions,  such  as 
a quick  check  of  the  bank 
balance  or  an  impulse  buy  of 


too  complex  for  the  potential 
market 

“The  relatively  well-off 
people  who  might  subscribe 
to  these  new  services  may  be 
too  busy  to  pay  a lot  of 
money  for  dozens  or  hun- 
dreds of  channels,  most  of 
which  they  will  probably 
never  watch,’'  says  Miriam 
Mulcahy,  a principal  consul- 
tant at  PwC,  the  Interna- 
tional consultancy. 

She  thinks  that  pay-per- 
view  television,  a system 
which  may  become  available 
through  a set-tap  box' or  a 
satellite  TV  terminal  using 
smart  cards,  stands  a much 
better  chance  of  success 
tftqn  the  present  multi-chan- 
nel bundles.  This  type  of  ser- 
vice is  being  pioneered  in 
Hong  Kong,  but  it  could  be 
several  years  before  it 
spreads  to  many  other  coun- 
tries. 

Even  when  digital  TV 
becomes  widely  used,  inter- 
active applications  will  not 
necessarily  be  equally  com- 
mon. According  to  a report 
last  year  by  Ovum,  the  UK- 
based  technology  consul- 
tancy, the  deployment  of 
new  Interactive  applications 
win,  for  the  next  three  years, 
be  “limited  by  network  tech- 
nology to  islands'*. 

The  main  restricting  fac- 
tor, it  says . fa  the  amount  of 
network  capacity  needed  for 
particular  applications. 
Internet  browsing  needs 
much  more  bandwidth  from 
the  network  to  the  user  than 
vice-versa,  but  videoconfer- 
encing requires  equal  band- 
width In  both  directions. 

Also  important  fa  the  cul- 
tural difference  between  TV 
and  computers.  Watching 
television  is  very  often  a 
group  activity,  while  the  PC 
user  generally  works  alone, 
and  it  fa  not  easy  to  see  how 
the  two  could  be  combined. 

Adam  Daum,  a principal 
consultant  at  Inteco.the 
technology  analysts,  does 
not  expect  there  will  ever  be 
convergence  of  TVs  and  PCs 
in  the  mass  market  for  that 
reason.  “There  may  be  con- 


sits  may  want  a single 
device  - but  not  across  the 
market  as  a whole,”  he  says. 

Surfing  the  Internet  may 
well  become  technically  sat- 
isfactory on  a high-definltlon 
TV  with  fast  cable  access, 
but  it  will  not  fit  well  with 
the  way  people  like  to  watch 
TV,  in  his  view. 

“People  will,  therefore, 
probably  use  the  Internet  on 
television  only  for  uses  con- 
nected with  the  programmes 
they  are  watching,  for 
instance  to  check  sports  sta- 
tistics or  to  buy  tickets  for 
future  events.” 

John  Moroney,  a principal 
consultant  at  Ovum,  think* 
that  entertainment  applica- 
tions will  mainly  migrate  to 
the  digital  TV,  leaving  the 
PC  as  a platform  for  busi- 


on  which  only  a few  buttons 
are  needed.  Home  shopping 
is  a natural  adjunct  of  adver- 
tising. which  fa  likely  to 
remain  largely  on  television, 
forecasts  Mr  Moroney. 

But  more  complex  transac- 
tions, such  as  managing 
bank  accounts,  for  example, 
or  ordering  such  items  as 
groceries  from  shopping 
lists,  which  could  require  a 
spreadsheet,  are  likely  to  be 
reserved  for  the  PC,  where 
the  user  can  concentrate 
more  easily  and  work  more 
flexibly. 

An  uncertain  factor  fa  the 
Impact  of  WebTV,  the  US 
company  owned  by  Micro- 
soft which  adapts  Internet 
material  for  television. 
Microsoft  has  been  testing 
WebTV  in  the  UK  with  the 


WEB  INTERFACES  by  Mark  Vernon 


Consumer 
choice  is 
still  limited 
in  the  digital 
market 


mu 


When  Eagle  Star  Direct  first 
thought  about-  a web  site,  it 
came  up  with  an  idea  that 
would  have  revolutionised 
the  online  insurance  market- 
place. The  UK  insurer  real- 
ised that  what  customers 
wanted  from  the  web  was  a 
one-stop  shop  for  competi- 
tive quotes  that  required  fill- 
ing in  only  a single  form  - 
offering,  in  effect,  all  the 
simplicity  of  an  insurance 
portal. 

However,  the  implications 
of  working  in  a single  inter- 
face, virtual  marketplace 
proved  to  be  too  much  far 
industry  collaboration,  so 
Eagle  Star  went  it  alone. 
However,  the  idea  is  one 
whose  time  will  inevitably 


Net  users  expect  user-friendly  web  pages 


come  - perhaps  more 
quickly  than  one  might 

think 

For  the  virtual  market- 
place fa  one  of  the  hottest 
areas  of  research  in  the  elec- 
tronic business  explosion. 
Businesses  are  clearly  being 
persuaded  of  the  advantages 
that  Intemetrbased  technolo- 


EMU  IT  skills  shortage  problem? 

Need  to  make  your  IT  budget  go  further? 
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IIS,  an  established  supplier,  provides  a proven, 
high  quality,  low  risk  solution  to  your  organisation’s 
IT  needs  at  a significant  cost  saving ! 
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IIS,  a UK  registered  company,  has  built  an  impressive 
blue  chip  client  list  over  the  last  twelve  years  principally 
in  the  finance,  insurance,  utilities,  travel,  services, 
manufacturing  and  pharmaceutical  sectors  world-wide. 
Through  its  four  offshore  development  centres  in  India 
IIS  provides  very  cost  effective  and  comprehensive 
IT  services.  IIS  works  in  partnership  with  clients  to  meet 
their  needs  and  is  proud  of  the  level  of  repeat  business 
gained  as  a result  of  joint  success.  IIS  employs  over  one 
thousand  staff  and  has  access  to  over  three  thousand 
staff  group  wide. 
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Client  Benefits 

• Low  cost  - up  to  50%  savings  can  be  realised 


• Low  risk  - mature,  proven  infrastructure  and 
successful  track  record 
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gies  can  bring.  They  are 
launching  intranets  to  push 
information  out  across  their 
enterprises.  Extranets  are 
being  set  up  to  automate  the 
supply  chain  and  sales  pro- 
cesses. 

To  date,  though,  this  activ- 
ity has  largely  involved  the 
migration  of  existing  busi- 
ness processes  to  the  web, 
making  cost  savings  and 
improving  efficiency  as  a 
result  But  this  does  not  sub- 
stantially alter  the  way  busi- 
ness is  done.  It  merely 
makes  traditional  practices 
more  efficient 

A more  radical  approach 
revealed  the  “glass  ceiling” 
that  Eagle  Star  threatened  to 
break.  In  suggesting  to  its 
industry  peers  the  construc- 
tion of  a single  virtual 
marketplace,  a welter  of 
prejudices  surfaced.  How 
would  brands  Compete  on 
the  single  screen?  How 
might  product  differentials 
other  than  price  be  pres- 
ented attractively  to  custom- 
ers, such  as  before-  -and 
after-sales  service.  ~ 

How  could  companies  that 
have  Invested  so  much  in 
competitive  advantage  work 
partly  alongside  those  they 

regard  as  competitors?  The 

emerging  e-commerce  indus- 
try fa  beginning  to  wake  up 
to  these  problems,  though 
largely  by  default  since  com- 
panies mostly  go  online 
because  they  feel  they  have 
to. 

Yet  once  there,  the  sub- 
stantive issues  that  e-com- 
merce  raises  come  to  the 
fore.  Companies  that  are 
new  to  virtual  marketplaces 
will  realise  - however  alert 
they,  are  - that  going  online 
fa  only  the  start  of  a process 
of  increasingly  dramatic 
change. 

To  this  end,  a number  of  i 
rapid  deployment  web  site  i 
tools  are  coming  to  market 
One  recent  -launch  =was 
NetObjects  Fusion  4.0.  “Busi- 
ness customers  have  been 
very  vocal  about  their  frus- 
tration with  the  lack  of  an 
integrated,  cost-effective  and 
productive  solution  for  creat- 
ing e-business  web  sites.” 
says  Bernard  Desarnants, 
vice  president  of  product 
management  and  marketing 
at  US-based  NetObjects. 

He  stresses  that  customers 
are  looking  for.  tools  that 
enable  web  sites  to  be  built 
quickly  but  with  enough 
functionality  to  develop  sup- 
port for  more  complex  online 
experiments  too.  One  adven- 
turous experiment  is  to  be 
found  at  www.shopping  cm- 
tre.net,  a British  collabora- 
tion between  opticians  Dol- 
lond  & AitcWson,  the 
Hornby  and  Scalextric  toy 
companies,  Polygram  enter- 
tainment, the  Dillons  book 
chain  and  several  major 
magazines  to  proride  an 
interactive  shopping  experi- 
ence that  tackles  some  of  the 
Eagle  Star-type  problems. 

The  idea  is  to  personalise 
online  shopping;  malting  up 
for  the  loss  of  elements  pres- 
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British  Broadcasting  Corpo- 
ration, Carlton  Communica- 
tions. Granada  Media- and. 
BT.  . . 

It  fa  a safe  bet  that  Micro- 


an  Item  of  clothing,  may  be  soft  wants  to  become  a 
carried  out  on  the  television,  major  player  in  digital  televi- 


sion, but  It  is  unclear 
whether  the  company - 
intends  WebTV  to  become  a 
world  standard  or  whether  it 
will  instead  promote  its  Win- 
dows CE  operating  system 
for  use  on  TV  set-top  boxes. 

What  is  dear  fa  that  there 
are  still  several  software 
standards,  including  Web 
TV.  Windows  CE,  Open  TV. 
and  Network  Computer’s  TV 
Navigator,  competing  for 
dominance  in  this  area  and 
that  the  conflict  between 
them  is  likely  to  hold  np  the 
move  to  technical  conver- 
gence. 

“If  software  needs  to  be 
rewritten  for  different 
devices,  it  undermines  the 
Idea  of  a seamless  transition 
from  PC.  to  TV.”  says  Inte- 
co’s  Adam  Daum. 
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Technological  advances  indicate  that  there  is  awider  take-up  of 
this  latest  ultra-high-tech  service  . : . . 


Although  digital  television 
has  been  launched  in  the  US 
and  most  European  coun- 
tries over  the  past  five  years, 
it  has  only  been  during  the 
last  12  months  that  techno- 
logical advances  have  begun 
to  suggest  a widespread 
take-up  of  the  new  service. 

The  digital  signal  used  in 
transmission  is  much  more 
efficient  than  traditional 
analogue  signals,  allowing  10 
times  as  many  channels  to 
be  compressed  into  the  same 
space. 

This  not  only  gives  greater 
choice  of  channels,  but  also 
a better  broadcast  quality, 
with  the  capacity  for  supply- 
ing interactive  services,  such 
as  video-on-demand  and 
home  shopping  and  banking. 

Although  digital  television 
has  been  available  in  the  US 
for  five  years,  and  in  most  of 
Europe  in  the  past  IS 
months,  it  has  only  been 
available  via  satellite  and 
cable  delivery.  This  has  lim- 
ited its  distribution  and 
appeal. 

However,  that  fa  all  set  to 
change.  In  November,  the 
UK  became  the  first  country 
to  launch  a digital  terrestrial 
television  service,  giving 
access  to  any  television 
viewer  via  a set-top  box  to' 
decode  the  digital  signal. 
Others  are  following;  greatly 
enhancing  the  prospects  for 
this  medium  to  replace  tradi- 
tional analogue  broadcasts 
over  the  next  decade. 

The  UK  government  has 
said  that  analogue  -broad- 
casts must  cease,  probably 
some  time  in  the  next  ten 
years.  On  the  other  side  of 
the  Atlantic,  the  authorities 
in  the  US,  the  first  big  con- 
sumer market  to  experience 
digital  television,  have  ruled 
that  digital  broadcasting 
must  be  available  from  each 
of  the  four  big  networks  In 
the  top  10  markets  by  May 
this  year. 

This  would  cover  around  a 
third  of  US  households.  Cur- 
rently, digital  television 
attracts  some  4m  subscribers 
to  the  DirecTV  satellite  digi- 
l tal  service.  Smaller  markets 
will  need  to  be  online  with 
digital  television  by  Novem- 
ber, with  all  remaining  com- 
mercial stations  converted 
by  2002. 

The  US  fa  keen  to  promote 
high-definition  television 
(HDTV),  a type  of  digital 
television.  However,  there 
has  been  much  debate  In  the 
US  aver  whether  HDTV  has 
a future.  A recent  report  by 
Forrester  Research  con- 
cluded that  HDTV  was  too 
expensive,  and  that  standard 
definition  digital  television 
(SDTV)  would  be  the  popular  . 
affordable  choice. 

For  example,  Forrester 
says  the  cost  of  HDTV  sets 
will  remain  above  $2,000  for 
the  next  10  years,  whereas 
SDTV  sets  are  likely  to  fall 
to  below  $1,000  by  2002.  It 
also  forecasts  that  SDTV  will 
have  a market  share  of  80 
per  cent  by  2008. 

In  the  meantime,  develop- 
ments in  the  UK  market, 
with  Its  unique  three  tiers  of 
satellite,  cable  and  terres- 
trial digital,  will  be  watched 
closely  by  industry  observ- 
ers. 

Rupert  Murdoch's  BSkyB 
launched  its  satellite  digital 
service- in  September' 1998. 
Skydigital  offers  SO  chan- 
nels, which  are  a mixture  of 
existing  free  terrestrial  chan- 
nels, pay  channels  and  pay- 
per-view  services. 

The  combination  or  being 
first  Into  the  market  and  a 
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huge  advertising  campaign 
has  boosted  its  appeal:  about 
200,000  subscribers  are 
thought  to  have  signed  up 
by  the  mid  of  1998.  BSkyB  is 
. unique  in  being  both  a chan- 
nel and  programme  supplier 
and  broadcaster. 

Thus,  of  its;  6.3m  subscrib-: 
era  in  Britain,  just' over  half 
receive  their  service  via  sat- 
ellite. The  remainder  receive 
their  programmes  from 
cable. 

On  Digital,  a joint  venture 
between  the  UK  television 
groups  Carlton  - Communica- 
tions and  Granada,  made  its 
debut  in  November.  It  offers 
22  channels,  five  of  which 
are  classed  as  “premium”. 
The  bulk  of  these  are  sup- 
plied by  BSkyB  and  include 
exclusive  films  and  sport 
content. 

The  key  selling  point  for 


Tailored  packages 
of  channels  to 
appeal  to  different 
sections  of  TV 


viewers  are  set  to 
become  the  norm 


On  Digital  is  that  viewers  do 
not  have  to  buy  a satellite 
system,  or  connect  to  cable. 
Instead,  they  buy  a set-top 
box,-  which  sits  between 
their  aerial  and  television 
set  Skydigital,  not  surpris- 
ingly. makes  much  of  its 
greater  number  of  channels. 

This  year  shoo  Id  see  the 
launch  of  the  cable  indus- 
try's digital  television  offer- 
ing in  the  UK.  Cable  offers 
superior  bandwidth  over  the 
other  two  media,  which 
should  offer  an  advantage  in 
the  provision  of  interactive 
services. 

“Once  digital  cable  is 
established,"  says  a new 
report  from  ABN  Amro,  the 
Dutch  bank,  “customers  will 
be  able  to  offer  an.  integrated 
package  of  telephony, 
multi-channel  TV,  pay-per- 
view.  Interactivity  and  high 


speed  Internet  access-'  This 
should  faftlp  offset  some  of 
the  competitive  disadvan- 
tage of  being  the  last  into 
_the  UK  market-  with  digital 
-services.”-  :- 

ABN  Amro  believes  there 
will  be  a number  of  factors 
which  will  drive  the  gro  wth 
. of  digital  televfafon'  in  the 
UK.  Among  these  fa  the 
increase  in  channels.  While 
satellite  and  cable  have  pro- 
vided a wide  selection  for  a 
number  of  years,  the  broad- 
casters, both  old  and  new, 
have  discovered  the  value  of 
marketing. 

. Thus  the  UK  cable  Indus-, 
try,  which  has  languished 
for  years,  has  been  trans- 
formed, partly  by  consolida- 
tion, but  also  because  the 
operators  have  recognised 
that  customers  need  to  be 
attracted  to  the  service  by 
accessible  price  points. 

Tailored  packages  of  chan- 
nels to  appeal  to  different 
sections  of  viewers  are  set  to 
become  the  norm  in  the  digi- 
tal television  market:  Sec- 
ond. a culture  of  pay  televi- 
sion already  exists,  due 
mainly  to.  the  efforts  .of 
BSkyB.  This  will  cause  an 
increase  in  the  competition 
for  attractive  content,  such 
as  sports  events  and  trims  - 
as  will  the-  number  of  pay; 
per-view  opportunities. 

Third,  interactive  services 
will  provide  a-  small  but 
increasingly  • important 
source  of  revenues.  This  will 
become  more  apparent  with  . 
the  launch  of  services  such 
as  British  Interactive  Broad- 
casting, now  called  Open, 
which  win  offer. home  shop- 

ping1  and  banking. 

ABN  Amro  believes  that 
these  factors  will  help  under- 
pin digital  television's  . 
take-up  over  the  next  10  9 
years.  Pay  television  pene- 
tration, for  example,  is  fore- 
cast to  double  to  just  over  50  . 
per  cent  by  2009.  This  is 
expected  to  break  down  ns 
roughly  20  per  cent  each  for 
cable  and  satellite  and  just 
over  IQ  per  cent  for  On  Digi- 
tal.. Pay  television. revenue  fa 
forecast  to  rise  from  O.Tbn 
today  to  £4.6bn  in  . the  same 
period.;  . 
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yj-E-!j!f-F!?.!H;..JANE  ostler  on  advertising  on  the  web 


Flying  corporate  banners  for  the  Internet  audience 


.m^etin9  exP©rt  gives  her  own  perspective  on  the  rapidly 


expanding  potential  of  the  Internet,  w^Rod  Newing 
Banner  advertisements  on  a 
web  site  are  not  there  just  to 
be  clicked  on.  They  act  like 


posters  at  the  side  of  a road 
to  display  brand  messages, 
so  that  even  if  visitors  do 
not  dick  on  them,  the  adver- 
tiser is  getting  value.  This  is 
the  way  Jane  Ostler,  manag- 
ing partner  of  MindS hare 
Digital,  views  one  aspect  of 
the  Internet. 

Her  company  is  the  new 
media  arm  of  MindShare. 
one  of  the  largest  media 
planning  and  buying  compa- 
nies in  the  world,  which  is 
owned  by  WPP,  the  world’s 
largest  marketing  and  com- 
munications company. 

Ms  Ostler  explains  that 
due  to  the  explosion  in  the 
number  of  radio  and  televi- 
sion stations  and  specialist 
magazines,  it  is  becoming 
more  and  more  difficult  for 
advertisers  to  reach  audi- 


ences in  a cost  effective  way 
using  traditional  media. 
Price  wars  in  the  newspaper 
market  mean  that  people  are 
no  longer  loyal  lifetime  read- 
ers. The  arrival  of  digital 
television  will  fragment  the 
market  further. 

“Digital  television  will 
offer  access  to  the  web,  so 
the  way  people  look  at  the 
Internet  will  change  because 
it  is  a different  proposition 
than  if  it  is  on  a computer,” 
predicts  Ms  Ostler.  “How- 
ever, the  great  thing  about 
the  Internet  is  that  it  is  a 
very  trackable  and  account- 
able medium.  Any  advertiser 
or  business  setting  up  a web 
site  can  tell  bow  many  dif- 
ferent people  have  been  into 
the  site,  how  often  they 
come  and  which  pages  they 
have  looked  aL 

“Likewise,  the  interactive 
element  of  digital  television 


will  also  be  trackable."’ 

A]}  this  is  not  possible 
with  conventional  advertis- 
ing. which  depends  on  view- 
ing panels  and  other  types  of 
qualitative  and  quantitative 
research.  The  problem  for 
organisations  is  to  attract 
people  to  their  web  site, 
when  there  are  so  many 
other  sites  competing  for 
people's  time. 

Many  companies  carry  the 

web  address  on  their  packag- 
ing and  TV,  print  and  poster 
advertising.  Ms  Ostler  points 
out  that  it  is  often  not  their 
home  page,  but  the  page 
within  the  site  that  deals 
with  that  particular  product, 
service  or  issue. 

A more  immediate  way  is 
to  advertise  within  other 
web  sites.  “People  are 
already  on  the  Internet  and 
they  are  just  one  click  away 
from  vour  site.”  says  Ms 


Ostler.  “Web  advertising 
started  in  1994  and  has  been 
Crowing  at  300  per  cent  per 
year,  faster  than  any  other 
medium  in  history.  It  has 
developed  into  a fully 
□edged  commercial  medium 
where  you  can  buy  thou- 
sands or  millions  of  impres- 
sions of  a banner.” 

A banner  is  a rectangular 
advertisement  space  on  the 
web  site  and  an  impression 
is  the  number  of  times  it  is 
seen  - by  a few  people  fre- 
quently or  by  many  people 
less  often.  A banner  is  often 
animated  in  some  way  and  if 
visitors  are  interested,  they 
click  on  it,  which  takes  them 
to  the  relevant  page  on  the 
advertiser's  web  site. 

Sponsorship  is  also  a fast 
growing  area.  “If  a company 
is  sponsoring  a major  sports 
event  and  is  advertising  on 
television,  it  makes  total 


DATA  STORAGE  by  Philip  Manchester 


Technology  struggles  to 
match  surging  demand 


As  all  forms  of  data  are  increasingly  transmitted  in  digital  form,  the  IT  industry 
is  under  enormous  pressure  to  see  that  storage  capacity  keeps  pace 


The  ability  to  store  and 
retrieve  data  in  digital  form 
was  one  of  the  fundamental 
breakthroughs  that  made 
computing  possible.  Indeed, 
innovations  in  devices  to 
store  digital  data  have  often 
dictated  the  pace  of  change 
as  much  as  the  power  of  pro- 
cessors. 

The  miniature  Winchester 
disk  technology  of  the  early 
19S0s  did  as  much  to  popu- 
larise the  first  generation  of 
PCs  as  Intel's  chip  designs. 
The  more  recent  innovations 
in  high-resolution  graphics 
owed  as  much  to  the  devel- 
opment of  large  capacity 
optical  storage  devices  like 
CD-Rom  as  U did  to  clever 
software  and  graphics  pro- 
cessor chips. 

Data  storage  has  always 
been  a problem  for  computer 
users  - mainly  because 
there  is  never  enough  of  it 
Many  commentators  have, 
for  example,  attributed  the 
year  2000  date  problem  to 
the  pressures  on  program- 
mers in  the  1970s  to  econom- 
ise od  storage. 

One  thing  is  clear:  data 
storage  requirements  keep 
growing  - and  technologists 
are  constantly  fighting  to 
meet  the  demand.  In  a curi- 
ous parallel  with  Moore's 
Law  of  increasing  processor 
chip  power,  storage  density 
has  increased  by  around  100 
per  cent  every  18  months 
since  1991. 

The  convergence  of  multi- 
media and  digital  computing 
puts  even  greater  pressure 
on  storage  technology. 
Audio  and  video  consume 
storage  at  an  alarming  rate. 
An  uncompressed  stereo- 
phonic audio  file  requires 
about  10  megabytes  per  min- 
ute, for  example,  and  video 
needs  far  more.  The  new 
generation  of  DVD  disks 
with  a capacity  of  over  40 
gigabytes  - eight  times  that 
of  a CD-Rom  - can  bold  just 
over  two  hours  of  com- 
pressed video. 

Storage  hardware  technol- 


ogy is  jnst  about  keeping 
pace  with  demand.  Innova- 
tions such  as  Redundant 
Arrays  of  Independent  Disks 
(RAID)  and  optical  storage 
devices  like  DVD  provide  the 
high-capacity  required  in 
multimedia  applications.  But 
it  is  not  simply  a case  of 
capacity.  To  be  of  any  use. 
multimedia  data  must  be 
accessible  - and  it  must  be 
indexed  and  backed  up. 

Storage  hardware  suppli- 
ers are,  therefore,  producing 
self-contained  storage  sub- 
systems that  are  substantial 
computer  systems  in  their 
own  right  Hierarchical  stor- 
age systems  - which  store 
data  on  different  levels  of 


The  BBC  plans  to 
transfer  600,000 
hours  of  video  on 
tapes  from 
shelves  to  new 
digital  archives 


device  according  to  how 
often  it  is  used  - are  finding 
a growing  market  Similarly. 
Storage  Area  Networks 
(SANs)  are  increasingly 
being  used  to  service  large 
numbers  of  desktop  PC 
users. 

“The  storage  area  network 
makes  it  possible  for  every- 
one to  access  everything  and 
it  makes  it  so  much  easier  to 
manage  because  it  is  all  in 
one  place.”  says  Nidi  Dagg. 
enterprise  storage  marketing 
manager  at  Hewlett  PackartL 

“It  makes  storage  a utility 
- like  electricity.  Users  can 
get  at  what  they  want  24 
hours  a day.  seven  days  a 
week.”  Mr  Dagg  says  that 
organisations  such  as  broad- 
caster MTV,  which  have 
large  volumes  of  video  tape 
archives,  are  moving 
towards  a digital  environ- 


ment by  digitising  the  video 
and  storing  it  on  large  capac- 
ity devices.  He  also  suggests 
that  many  organisations  out- 
side of  the  traditional  media 
sector  can  also  capitalise  on 
multimedia  storage  technolo- 
gies. 

“Take  voicemail.  Cur- 
rently my  digital  voicemail 
can  only  hold  about  25  mes 
sages  - and  like  many 
people.  I would  like  to  bold 
more.  Similarly,  areas  like 
video-conferencing  and 
e-mail  archiving  can  all  ben- 
efit from  greater  storage 
capacity.” 

Within  the  media  sector, 
however,  the  demand  is 
especially  acute.  Robert 
Huntley,  a senior  manager 
specialising  in  storage  prod- 
ucts at  Sony  Europe  says 
media  companies  are  moving 
quickly  to  digital  storage  for- 
mats. “We  are  seeing  a lot  of 
requests  from  traditional 
broadcasters  for  digital 
archive  databases  and  this  is 
bound  to  have  an  impact  on 
storage  and  networks.  They 
need  good  indexing  and  they 
need  to  hold  high  quality 
images  for  broadcast." 

He  say’s  digital  storage  and 
network  distribution  is  being 
used  for  an  increasing 
amount  of  post-production 
work,  such  as  adding  special 
effects  to  movies,  for  exam- 
ple. 

The  British  Broadcasting 
Corporation  is  currently' 
working  on  a project  to 
transfer  its  vast  archive  to 
digital  format.  “We  are  hold- 
ing about  600.000  hours  of 
video  as  tapes  on  shelves 
and  we  are  just  beginning  to 
move  it  across  to  digital  stor- 
age.” says  Francis  Galliano, 
project  director  for  the  BBC 
digital  archive.  "We  have 
been  holding  stills  for  the 
newsroom  for  a year  now 
and  we  are  trying  out  distri- 
bution of  video  to  the  desk- 
top.” 

Although  the  first  use  of 
the  video  archive  will  be  in 
the  newsroom,  his  team  has 


to  build  a system  that  win 
be  useful  for  sill  of  the  BBC’s 
staff.  “We  are  aiming  to 
have  the  pilot  up  by  the  end 
of  this  year  and  news  will 
certainly  be  the  first  depart- 
ment to  make  use  of  it.  But 
we  have  to  be  able  to  meet 
the  demands  of  all  of  our 
users  in  the  long  term.  " 

Hierarchical  storage  and 
RAID  are  both  under  test  - 
although  Mr  Galliano  points 
out  that  current  systems  are 
not  yet  reliable  enough  to  be 
used  for  live  broadcasts.  "We 
are  thinking  about  an  inter- 
mediate "playout'  server  con- 
nected to  a robotic  magnetic 
tape  library'-  But  the  reality 
is  still  tapes  on  shelves  for 
the  time  being.” 

Nick  Ayre,  a principal  con- 
sultant from  Cap  Gemini, 
who  has  worked  with  the 
BBC  on  the  project,  says 
"the  key  to  the  pilot  system 
is  to  get  the  cataloguing 
right . . .the  catalogue  is 
obviously  the  key  to  making 
the  archive  useful  The  BBC 
needs  to  be  able  to  get  at 
things  quickly  - especially 
in  a news  context  where  you 
have  these  perishable  things 
called  stories.  But  the  digital 
archive  will  have  a much 
wider  impact  in  the  long 
term  - it  could  lead  pro- 
gramme makers  into  new 
ways  of  making  pro- 
gramme." 

It  will  also  mean  the 
demand  for  storage  will  con- 
tinue to  grow.  Mr  Galliano 
notes,  for  example,  that  the 
BBC  will  hold  its  video 
archive  in  uncompressed  for- 
mat to  be  sure  of  maintain- 
ing the  highest  quality’  for 
broadcast  use. 

It  will  not  be  long,  there- 
fore, before  terabyte  GO  to 
the  12th  power  or  one  thou- 
sand gigabytes)  and  petabyte 
GO  to  the  15tb  power  - a 
million  gigabytes)  databases 
are  common.  Indeed,  Sony’s 
Mr  Huntley  says  the  com- 
pany has  already  set  up  a 
“Peta  site"  for  post-produc- 
tion applications. 


WEB  INTERFACES 
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ent  on  the  high  street  with 
tricks  that  only  the  virtual 
world  can  provide.  This  is 
provided  by  an  intelligent 
data  capture  facility.  A data- 
base compiles  a personal 
profile  of  customers  as  they 
shop  by  storing  details  of 
their  movements  and  buying 

decisions. 

Eventually,  manufacturers 
will  be  able  to  formulate  a 
customised  loyalty  points 
scheme,  as  well  as  organise 

specifically  targeted  promot- 
ional campaigns.  Gimmicks 
are  present,  too,  in  the  shape 
of  an  animated  shop  assis- 
tant called  Zip,  which  guides 
shoppers  around  the  site  and 
wills  them  by  their  name. 

Visitors  may  or  may  not 
enjoy  that  part  of  the  expe- 
rience. However,  these  kinds 
of  web  site  are  only  the 
start.  The  goal  is  to  provide 
a technological  framework 
within  which  companies  can 
build  an  electronic  market 
for  more  complex  products 
and  services,  including  the 
sort  that  Eagle.  Star  had  in 


•mtnd.  Reaching  that  level  of 
virtuality  is  occupying  some 
of  the  best  minds  in  com- 
puter science. 

“As  far  as  the  customer  is 
concerned,  the  requirements 
of  a virtual  marketplace  are 
really  quite  simple,”  says 
Simon  Field,  of  IBM’S 
research  e-business  solutions 
group.  “Can  the  web  inter- 
face mimic  the  dynamics  of 
a chat  in  a shop?  For  exam- 
ple, can  the  kind  of  insur- 
ance cover  I want  he 
changed  as  I see  the  price 
implications?" 

Yet  while  dealing  with 
these  kinds  of  variables  is 
the  essence  of  talking 
face-to-face,  it  rapidly 
becomes  very  complicated 
over  the  web.  IBM  has  devel- 
oped a prototype  web  inter- 
face that  tries  to  extend  the 
rvni  toe  catalogue  model  This 
model  has  features  listed 
against  variations  in  cost 
and  the  use  of  colour  coding 
so  that,  for  example,  a 
darker  font  means  fewer  fea- 
tures. . 

“We  will  complete  the 
infrastructure  for  the  insur- 
ance industry  first  of  all 
before  widening  its  scope  for 
other  industries."  comments 
Mr  Field.  "The  trouble  with 
trying  to  be  all  things  to  all 
sectors  is  that  the  sdution 
becomes  so  vague  as  to  not 
be  able  to  exploit  what  is 


Key  reports 
on  the  web 


Visit  the  FT  web  site, 
www.FT.com  for 
up-to-the  minute 
information,  news  and 
analysis.  The  main 
features  of  this 
month's  FT-IT  Review 
can  also  be  found  on 
the  FT  web  site  at: 
www.FT.com/ftit/ 


really  possible  on  the  web.” 

To  do  this,  a substantially 
more  complex  two-way 
match-making  process  is 
needed,  whereby  customers 
can  seied  the  products  they 
want  as  the  web  server 
introduces  desirable  product 
features  that  companies 
want  to  sell 

To  achieve  ibis,  the  IBM 
interface  is  based  upon  a 


series  of  interactive  stages. 
At  each  stage,  the  customer 
inputs  a little  more  informa- 
tion and  the  web  application 
offers  them  a few  more 
choices,  if  available,  from  a 
number  of  different  brands 
in  the  virtual  marketplace, 
that  brings  the  customer 
closer  to  what  they  finally 
decide  they  want. 

The  system  tackles  other 
matters,  too.  For  example,  if 
relevant  regulatory  require- 
ments are  checked,  custom- 
ised advertising  is  displayed 
on  the  screen  and  informa- 
tion that  has  already  been 
supplied  is  not  asked  for 
again. 

Checks  are  also  performed. 
For  example,  a 21  year-old 
man  wanting  car  insurance 
for  a high  performance 
sports  model  might  well  be 
refused  a quote. 

Altematively,  a customer 
whose  profile  proves  attrac- 
tive to  any  one  particular 
company  will  be  offered  spe- 
cial deals. 

The  IBM  work  is  still  in 
the  laboratory,  although 
potential  users  are  excited 
by  what  they  have  seen. 
However,  the  challenge 
posed  by  Eagle  Star  largely 
remains  - and  the  vendor 
who  can  successfully  find  a 
solution  will  have  done 
much  to  advance  electronic 


commerce. 


sense  for  them  to  be  present 
on  both  tbe  event  and  the 
station  web  sites,”  says  Ms 
Ostler. 

"We  are  beginning  to  see 
more  integrated  marketing 
programmes  that  work 
across  all  media,  including 
the  Internet."  The  tradi- 
tional method  of  measuring 
advertising  effectiveness  is 
click-through,  which  is  the 
proportion  of  people  who 
click  on  the  banner. 


Research 


rates  are 
quickly 
are  more 


"Click-through 
dropping  very 
because  there 
people  advertising,  so  fewer 
people  click  on  individual 
banners.”  explains  Ms 
Ostler.  Research  by  US-based 
Mill  ward  Brown  Interactive, 
show’s  that  even  if  99  per 
cent  of  the  people  who  see  a 
banner  do  not  click  on  it. 
“you  can  still  build  aware- 
ness and  perception  or  the 
brand." 

As  more  sites  start  to 
develop  electronic  commerce 
applications,  it  is  possible  to 
track  tbe  path  directly  from 
the  advertisement  through 
to  the  sale;  this  cannot  be 


done  in  any  other  medium. 
“You  can  start  to  see 
whether  you  are  getting 
good  cost  per  lead  or  cost  per 
customer  acquisition,  so  you 
know  how  much  each  sale 
has  cost  in  terms  of  advertis- 
ing,” says  Ms  Ostler. 

Data  gathered  from  loyalty 
schemes  or  web  sites  and 
stored  in  databases  is  becom- 
ing a very  valuable  and  pow- 
erful corporate  asset.  “It 
allows  you  to  understand 
your  existing  and  potential 
customers  and  speak  to 
them  in  different  ways,”  she 
adds.  “Delivering  customised 
and  personalised  messages  is 
much  easier  on  the  Internet 
than  it  Is  by  other  media, 
including  direct  mail, 
because  the  process  can  be 
automated  and  database 
driven." 

MindShare  has  done  some 
research  which  shows  that 
brands  which  people  know 
and  trust  are  the  ones  that 
will  be  most  successful  in 
these  new  digital  environ- 
ments. However,  that  also 
brings  with  it  a customer 
service  burden,  because  con- 
sumers expect  a lot  more  out 
of  digital  media. 

“The  Internet  demands 


Jaw  Ostler:  Tha  Internet  demands  Immediacy' 


immediacy  because  it  is  real- 
time," points  out  Ms  Ostler. 
“People  will  wait  a week  for 
a reply  to  a letter,  but  they 
require  an  almost  immediate 
response  to  an  e-mail. 

“This  means  that  the  way 
brand  holders  present  them- 
selves, their  products  and 
services  has  to  be  thought 
about  at  both  a strategic 
business  and  a marketing 


level,”  she  adds. 

“Digital  media  is  develop- 
ing so  fast  that  nobod\  can 
predict  what  will  happen." 
says  Ms  Ostler.  “There  was  a 
discussion  three  years  ago 
about  whether  the  Internet 
was  a case  of  hype  over  real- 
ity. The  reality  is  now  catch- 
ing up  with  the  hype,  but  I 
don’t  think  we  have  seen  the 
half  of  it  yeti” 


RADIO 


Warning  signals  on  the 
cost  of  digital  technology 
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ence  figure  is  expected  to 
rise  slowly. 

The  radio  industry  has 
been  somewhat  muted  about 
the  new  technology  because 
of  worries  that  it  will  not 
prove  a hit  with  consumers. 
There  was  cully  one  bid  for 
the  national  commercial 
multiplex  won  by  Digital 
One.  And  some  operators 
have  openly  expressed  their 
reservations. 

David  Mansfield,  chief 
executive  of  Capital  Radio  in 
London,  although  generally 
supportive  of  the  move  from 
analogue  to  digital,  says:  “I 
don't  think  the  consumer 
benefits  ‘leap  off  the  page'. 

“Furthermore,  digital  is 
not  going  to  bring  any  more 
money  into  the  system 
because  there  aren't  going  to 
be  any  more  listeners." 

More  worrying!  y.  perhaps, 
although  the  total  number  of 
stations  will  increase  with 
the  advent  of  digital,  some 


operators  are  concerned  that 
in  certain  key  areas  of  the 
country  - London,  for  exam- 
ple - there  will  not  be  room 
to  broadcast  digital  versions 
of  all  tbe  existing  analogue 
stations.  In  that  instance, 
choice  will  actually  decrease. 

That  scenario  has  annoyed 
commercial  operators  who 
point  out  that  all  the  BBC’s 
analogue  radio  stations  will 
be  broadcast  in  digital  for- 
mat. City  of  London  analysts 
have  also  sounded  warning 
signals  about  the  cost  to 
radio  operators  of  launching 
the  new  services. 

Henderson  Crosthwaite, 
the  stockbroker,  estimates 
that  running  the  commercial 
national  multiplex  services 
will  cost  about  £25m  a year. 

Given  that  the  commercial 
radio  industry’s  annual  prof- 
its are  only  about  £70m,  the 
venture  looks  expensive.  But 
Ralph  Bernard,  chief  execu- 
tive of  GWR,  does  not  see  it 
that  way.  At  a recent  confer- 
ence organised  by  Guinness 


Mahon,  the  merchant  bank, 
he  said  the  UK  government 
was  “giving  large  tracts  of 
spectrum  real  estate  away  at 
what  amounts  to  knock- 
down prices". 

In  one  sense,  however,  the 
radio  industry  in  Britain 
cannot  afford  not  to  invest  in 
digital  because  the  govern- 
ment is  expected  eventually 
to  switch  off  analogue  radio 
frequencies.  “Radio  cannot 
remain  on  analogue  on  an 
island  for  ever,"  he  says. 

Furthermore,  the  govern- 
ment has  given  radio  opera- 
tors an  incentive  to  invest  in 
the  new  technology.  Those 
who  commit  to  a digital 
investment  receive  an  eight- 
year  extension  of  their  anal- 
ogue licences.  A self-con- 
fessed "digital  evangelist," 
Mr  Bernard  warns:  “If  you 
miss  'the  digital  radio  bus’, 
there  isn't  another  one 
behind." 

He  must  be  hoping  that 
his  own  Digital  One  bus  will 
at  least  be  on  time. 


New  number 
for  fax-u-back 


service 


The  new  number  for 
the  FT-IT  fax-u-back 
information  service  is 
08705-209-903.  To 
receive  this  service, 
please  ensure  your 
machine  is  in  polling 
mode.  (Callers  outside 
the  UK,  dial  exit  code: 
+44  8705-209-903).  In 
the  event  of  problems, 
send  a fax  request  to 
Rowena  Carr-AIlinson 
in  London  on  0171 
873  3197  or 
e-mail:  Rowena 
Carr-AHinsontg’FT.com 
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Get  the  guide.  Get  the  facts. 
Get  everything  you  need  to  know 
about  web-to-enterprise  by  calling 
0118  979  5287. 


a comprehensive  web-to- enterprise  guide. 


Enterprise  computing  experts  and  leading 
industry  analysts  agree.  To  drive  maximum 
return  on  any  investment  in  e-business,  it  pays 
to  integrate  business-critical  applications  with 
web-based  solutions. 


Packed  into  this  concisely  written,  no-hype 
booklet  are  the  facts  you  need  to  understand 
and  make  informed  decisions  about  linking 
the  business  logic  in  your  enterprise  to  the 
web  applications  that  support  your  e-business 
initiatives. 


As  the  leader  in  mainframe  and  multi-host 
information  access.  Attach  mate  has  published 


Explore  e-business.  For  your  complimentary 
“Web-to- Enterprise  Solutions  Guide"  call 
0118  979  5287,  or  visit  our  web  site  at 

wmnftattacfunate.co.uk 


=Attachmate. 
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CASE  STUDY 

BBC  NEWS  ONLINE 


Broadcaster  makes 
digital  headlines 

In  a key  experiment  with  the  converging  technologies  of 
broadcasting,  computing  and  telecoms,  the  BBC  is  gaining  new 
experience  on  how  to  attract  audiences  through  the  Internet 


It  has  all  the  hallmarks  of  a 
conventional  newsroom:  a 
busy,  but  fairly  quiet, 
open-plan  space  where 
journalists  beaver  away  at 
their  workstations.  But  to  Bob 
Egglngton,  It  is  either  a 
research  laboratory  or  the 
journalistic  equivalent  of  the 
Crasta  bobsteJgh  run. 

“If  you  get  to  the  bottom, 
you  feel  great,”  he  says  with  a 
short  laugh.  As  project 
director  for  BBC  News  Online, 
Mr  Egglngton  is  the  man 
overseeing  the  British 
Broadcasting  Corporation's 
belated  but  successful  entry 
into  news  on  the  web.  His  jab 
is  to  see  how  the  BBC  can 
transfer  its  huge  skills  in 
television  and  radio  news 
production  onto  the  Internet. 

His  quest  is  not  only  to 
create  a new  medium  for  the 
public  service  broadcaster.  He 
must  also  find  ways  to 
expand  the  traditional  news 
broadcasting  skills  of  the  BBC 
In  readiness  for  the  digital  age 
when  viewers  and  listeners 
will  Interact  with  their  TV  and 
radio  sets  much  as  they  now 
can  with  their  personal 
computers. 

”1  think  interactive  TV  is 
going  to  be  competitive  in  a 
very  small  number  of  years. 
Supportive,  additional  content 
available  on  screen  is  going  to 
be  part  and  parcel  of 
competitive  news  coverage," 
he  says.  So,  for  the  BBC, 
News  Online  (news.  bbc.  co. uk) 
is  a key  experiment  with  the 
converging  technologies  of 
broadcasting,  computing  and 
telecoms. 

if  it  works,  rt  will  maintain 
the  BBC's  position  as  one  of 
the  world's  most  respected 
and  comprehensive  news 
providers  offering  a rich 
mixture  of  text,  video  and 
audio.  But  the  former  home 
news  editor  and  managing 
editor  of  BBC  poTrticsd 
programmes  tends  to  shun 
such  grandiose  claims  as  he 
cfiscusses  the  17  month-old 
News  Online  service. 

When  he  chooses  to  be 
more  graphic  about  the  spills 
and  thrills  of  working  in  an 
area  of  journalism  which  Is  still 
genuinely  pioneering,  Mr 
Eggington  uses  the  theme 
park  as  his  metaphor.  "It's  a 
white  knuckle  ride,"  he  says  of 
the  whole  new  world  of 
serious  Internet  journalism. 
“Everybody's  afraid  Ihe 
machine  is  going  to  break 
while  we  are  hanging  upside 
down." 

Yet,  in  its  short  history,  BBC 
News  Online,  one  of  the 
corporation's  three  main 
Internet  offerings,  tea  already 


established  a formidable 
reputation,  winning  several 
awards. 

In  January,  the  BBC's  online 
services  came  out  at  number 
two  In  the  first  ever  UK  top  10 
of  Internet  sites.  Fletcher 
Research  found  that  in  one 
two-week  period,  42  per  cent 
of  all  viewers  surveyed  used 
the  BBC  sites.  Only  the 
much-marketed  and 
longer-established  Yahool  did 
better.  BBC  News  Online  won 
the  public  sector  category  in 
the  Financial  TimesAJUNET 
1998  web  site  awards. 

The  service,  developed  with 
the  help  of  the  Internet 
consultancy  Aztec,  creates 
about  300  stories  a day  on 
dean  and  easily  navigated 
pages.  The  service  is 
prepared  by  a team  of  80 
dedicated  on-line  Joumafists, 
three-quarters  of  whom  were 
recruited  from  outside  the 
BBC. 

With  that  sort  of  output  it  is 
no  wonder  that  one  British 
newspaper  was  moved  to 
remark  that  with  the  launch  of 
News  Online,  the  BBC  had 
become  a newspaper  as  well 
as  a broadcaster.  The  quantity 
of  the  output  not  only 
matches  a daily  paper  - with 
the  difference  that  it  is 
updated  every  minute  of  the 
day  - it  also  shows  up  well 
when  measured  against  other 
Internet  news  services. 

CNN,  the  world's  best 
established  Internet  news 
service  and  with  almost  twice 
the  number  of  staff,  is 
producing  only  about  50  new 
stories  a day.  Users  of  the 
BBC  service  can  dick  through 
on  500  pages  and  tap  a rich 
archive  of  200.000  stories 
using  a search.  Video  and 
audio  dips  from  TV  and  radio 
broadcasts  make  the  offering 
“media-rich"  and  Spanish, 
Arabic,  Cantonese  and 
Mandarin  translations  are 
available  at  the  dick  of  an 
icon. 

Valuable  skills 

It  is  easy  to  see  how  the  skills 
of  the  journalists  - each  given 
the  responsibility  to  write  the 
story  and  gather  supporting 
multimedia  cfips  and  web 
references  - will  become 
invaluable  when  interactive  TV 
is  up  and  running.  But  the 
cfifterence  is  that  while  the 
BBC  service  Is  now  achieving 
25m  “views"  a month,  CNN  Is 
getting  more  than  that  in  a 
day  on  some  of  its  biggest 
stories  and  is  hitting  nearly 
500m  views  a month. 

Britain,  and  therefore  the 
BBC,  is  trading  the  US  in 


Internet  use  considerably. 

Mike  Smart!  - the  BBC  News 
Online  ecfitor  who  has  worked 
alongside  Mr  Egglngton  since 
the  conception  of  the  sendee 
in  May  1997  and  Its  launch  six 
months  later  - makes  no 
bones  about  Ihe  catching  up 
that  needs  to  be  done.  He 
puts  the  gap  at  two  to  three 
years,  but  says  that  lost 
ground  Is  being  made  up 
quickly. 

The  BBC  took  its  time 
starting.  In  the  US,  the 
technology  was  more 
advanced  and  free  local  calls 
have  made  access  easy, 
affordable  and  therefore 
widespread. 

As  the  two  men  point  out, 
growth  In  Internet  use  in  the 
US  is  still  greater  than  in  all 
other  markets  put  together, 
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Avalanche  warnings  ignored' 

The  Austrian  OLUthotfJes  are  accused  of  iywring 
wether  warnings  issued  before  two  devastating 
avalanches  that  tavefcled  37  people. 
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No  resignation  over  Lawrence 
frWBdSt. 

Calls  for  the  UK  home  aecretwyto  qoft  overthe 
pubfication  of  debate  of  vAnesses  to  the 
UMrence  murder  case  are  rejected  bythe 

government.  


BBC  Heirs  Online 
Loading... 


Special  Report 


Special  Report 


AM 


News  on  the  web:  the  BBC  time  to  offer  a rich  mtx  of  text,  video  and  aucHo  services 


with  68  per  cent  of  all  Internet 
usage  estimated  to  be  in  tha 
North  American  market.  But 
audiences  are  growing  to 
Britain,  the  rest  of  Europe  and 
the  Far  East.  These  are  all  key 
markets  for  the  BBC,  where 
its  name  and  reputation  are 


established  through  domestic 
broadcasting  or  via  the  World 
Service. 

Mr  Eggington  Is  cagy  about 
giving  precise  growth 
predictions.  He  points  out 
that,  to  date,  the  audience  has 
been  doubling  every  three 


months,  adding:  "This  period 
of  very  rapid  growth  should 
continue  for  at  least  the  next 
three  years." 

There  are,  of  course,  pros 
and  cons  to  be  tog  an  arm  of 
an  established  public  service 
broadcaster  the  size  of  the 


BBC.  One  dear  advantage  is 
access  to  the  corporation's 
vast  journalistic  resources. 
Inducting  more  than  40  foreign 
bureaux,  which  is  more  than 
all  the  main  US  online 
providers  put  together  have  at 
thdr  disposal. 


The  most  obvious 

disadvantage  is  being  a part 

of  an  organisation  which,  for 
all  its  talent,  can  be 
complacent  and  dogged  by 
bureaucracy  and  delays.  The 
News  Online  team 
acknowledges  that  remaining 
fleet  of  foot  - a must  in  the 
test  moving  world  of  the 
Internet  - while  negotiating 
institutional  budget  approval 
mechanisms  Is  at  times 
challenging.  The  advantage  is 
that  funding,  once  agreed,  is 
secure. 

With  £10m  ($16m)  due  to 
have  been  spent  on  the 
service  by  the  end  of  the 
financial  year  in  March,  News 
Online  has  attracted  an 
estimated  33  per  cent  of  BBC 
spending  on  online  services  to 
date.  An  annua!  budget  of 
£7.5m  - 10  per  cent  from  the 
BBC  World  Service,  the  rest 
from  the  compulsory  Sconce 
tee  - is  largely  spent  on  staff 
costs,  while  software  licensing 
agreements  run  at  "a  very  low 
five-figure  sum”. 

The  BBC.  as  Britain's  main 
public  service  broadcaster, 
has  also  set  itself  some  lofty 
goals  on  the  web.  Sir  Join  - 
Blrt,  the  director-general,  talks 
of  the  BBC  being  a “busted 
guide"  to  the  Internet  building 
communities  of  Interest 
around  certain  issues  and 
striving  to  prevent  Britain 
becoming  a society  of 
information  haves  and 
have-nots.  In  practice,  these 
goafs  are  fearfufly  hard  to 

Turn  to  page  23 


CASE  STUDY 

PHOTODISC.COM 


Internet  library  with 
75,000  press  pictures 


The  Idea  for  Photodisc.com, 
a library  of  photos  that  can 
be  downloaded  from  the 
Internet  was  bom  in  a 
brainstorming  meeting.  Back 
in  1991 , Mark  Torrance  and 
Tom  Hughes  came  up  with 
10  ideas.  Photodisc  worked 
on  the  best  and  generated 
more  than  $2m  a month  in 
sales  towards  the  end  of  last 
year. 

The  idea  combined  Mr 
Torrance's  knowledge  of 
copyright  - he  had 
previously  founded  a 
company  called  Muzak 
specialising  in  “easy 
listening”  music  - and  Mr 
Hughes'  knowledge  of  the 
media.  Both  men  felt  that 
photographs,  in  a digital 
format  would  be  distributed 
over  the  Internet,  and  they 
wanted  to  get  online  early. 

Photodisc,  based  in 
Seattle  on  the  US  west 
coast,  gives  Internet  users 
nearly  75,000  Images  to 
choose  from.  They  can  even 
“try  before  they  buy"  by 
downloading  the 
photographic  equivalent  of  a 
rough  sketch;  a low 
resolution  image. 

The  site  Is  easy  to  use  and 


The  world's  fastest  colour  inkjet  also 


Food  for  thought.  Not  only 
does  the  new  EPSON  Stylus 
Color  900  inkjet  beat  all 


4T 


Its  rivals  for  quality,  it  beats 
them  for  speed. 

EPSON  have  pioneered  Variable- 
Sized- Droplet  Technology  which 
actually  Increases  print  speed. 
Using  different  sized  dots  on 
the  same  page  and  line,  the 
printer  can  create  incredible 
detail  with  small  dots  while 
covering  simple  areas  quickly 
with  larger  ones.  It's  all 


EPSON.  THERE'S  NO  COMPARISON. 


made  possible  by  the  unique 
1440dpi  EPSON  Micro  Piezo 
Crystal  Printhead. 

Having  created  the  world’s 
smallest  dot,  EP50N  have  just 
made  it  even  smaller.  Our 
Ultra  MicroDot  is  less  than 
half  the  width  of 


EPSON 


photos  are  divided  into 
different  categories, 
including  food  and  drink, 
science  and  technology, 
animals  and  wildlife  and  so 
on.  Low  resolution  images 
are  free;  professional  quality 
ones  cost  from  $19.95  to 
$129.95.  The  most 
expensive  can  be  enlarged 
to  A3  size  or  more. 

The  site  has  been  a 
success.  It  was  acquired  by 
Getty  Images  of  the  US  for 
$160m  in  February  1998. 

And  last  November,  it  won 
the  smafl-to-medium 
enterprise  category  of  the  FT 
Business  web  site  awards 
sponsored  by  MCI 
Worfdoom  Internet  company, 
UUNET. 

Pictures  of  office  workers 
are  among  the  most  popular 
images  bought  from  the  site. 
Photographers  get  a 20  per 
cent  cut  each  time  one  of 
their  Images  is  sold.  "A  top 
Photodisc  photographer  can 
earn  over  $100,000  a year,” 
according  to  Jonathan  Klein, 
chief  executive  officer  of 
Getty  Images.  Images  are 
sold  many  times,  which 
helps  to  compensate 
photographers  for  the  fact 
that  their  pictures  are 
royalty-free,  once  sold. 

Commissions 

Photodisc  has  a stable  of 
150  photographers  on  call, 
so  commissions  work  from  a 
small  percentage  who  send 
in  work  on  spec.  The 
company  shoots  a lot  of 
Images  at  its  studio  in 
Seattle.  But  it  often 
commissions  new  topics;  for 
example,  ft  has  a database 
of  apocalyptic  Images  of  the 
millennium.  Typical 
Photodisc  users  are  graphic 
designers  and  advertising 
agencies.  "They  will  tend  not 
to  base  a corporate  identity 
around  one  of  our  images 
because  anyone  can  use 
them,"  says  Susan 
Dottsrweich,  managing 
director  of  Photodisc  in  the 
UK.  "However,  one  of  our 
images  was  used  in  a 
Chanel  campaign.  And  the 
uniqueness  of  an  Image  is 
becoming  less  of  a concern 
because  rt  is  so  easy  to 
manipulate  them.”  she  says. 
Photodisc  is  also  being  used 
by  a growing  number  of 


media  companies,  such  as 
[PC,  Express  Newspapers 
and  Associated 
Newspapers.  It  does  not 
contain  news  photography, 
so  rt  rs  more  often  used  for 
supplements. 

Ms  Dotterweich  says  the 
main  benefits  of  Photodisc 
are  the  speed  and 
convenience  with  which 
images  can  be  downloaded. 
Frequent  users,  such  as  I PC, 
can  put  the  database  on 
their  companies’  own 
network  server,  so  there  is 
no  telephone  cost  for 
accessing  the  Images.  It  is 
also  possible  to  order 
CD-Roms  of  images  from 
the  Photodisc  wsb  site. 

Another  benefit  of 
Photodisc,  says  Ms 
Dotterweich,  is  that  it  saves 
users  the  hassle  of  having  to 
negotiate  complex  copyright 
deals.  Instead  of  having  to 
say  how  many  times  they 
plan  to  use  an  Image,  at 
what  size,  and  how  many 
copies  (of,  say,  a brochure) 
they  will  be  producing,  they 
just  pay  a one-off  price. 

After  that,  they  can  use  the 
image  as  many  times  as 
they  Uke.  Last  month,  a new 
version  of  the  site  was 
launched.  This  enables 
designers  and  others  to  set 
up  different  "lightboxes’  for 
different  clients. 

Every  time,  a photo  for  a 
particular  client  Is  put  into 
their  lightbox,  a bill  for  that 
client  is  updated.  So 
Photodisc  will  be  able  to 
print  out  the  bill  and  pass  it 
on  to  the  client  without  extra 
paperwork.  Users  will  also 
be  able  to  e-mail  a whole 
fightbox  of  Images  to  a 
client,  so  they  can  choose 
the  ones  they  want  for 
advertising,  book  jackets, 
album  covers  and  other 
purposes. 

Photodisc  is  just  the 
beginning  for  Getty  Images, 
which  owns  a number  of 
other  well-known  photo 
libraries,  Including  Tony 
Stone  Images,  AflSport  and 
Hulton  Getty  (including 
classic  images  like  the 
Second  World  War  blitz  over 
London).  Later  this  year,  it 
plans  to  create  a portal  site 
on  the  Internet  for 
downloading  visual  content. 

Joia  Shillingford 


Financial  Times  Surveys  ^ 

One  Southwark  Bridge  - ' 

London  SE1  9HL  . 

Tel  +44  (0)  171  873  4090 

Fax  +44  (0)  171.873  3197;  e{mafi:  ■ _ 

FT.surveysCFT.com  . 

SURVEYS  PROGRAMME  AND  INDEX 

Surveysare  published  most. clays  of  the  week  with 
the. FT.  Topics  include  financial  markets,  global 
industries,  business  management  and.  developed 
and  emerging  countries.  A fist  of  die  following 
week’s  surveys  is  published  every.  Monday  in  the 
Guide  to  the  Week  on  the  back  page  of  Section 
Two  of  the  Financial  TImee.  "•’>  r.  \ 

□ For  details  of  forflTcomlng-surveys  ‘or  a list  of 
past  surveys,  consultlhe  FT  vyeb  Mbs' : ’ 
http/Zwww.FT.com/sittvey-s,  . 


Advertising  agencies  are  among  the  key  users  of  Photodisc  Images 


gives  you  the  world's  finest  quality. 


the  average  human  hair  and 
invisible  to  the  naked  eye.  It's 
these  tiny  dots  that  give  you 
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the  crisp,  razor  sharp  derail. 
It’s  not  often  that  the  world's 
fastest  is  also  the  world’s  finest 
The  EPSON  Stylus  Color  900 
four  colour  inkjet  gives  you 
the  best  of  both  worlds.  A 
fact  that  our  competitors  may 
find  hard  to  swallow. 

The  EPSON  Stylus  Color  900 
is  available  for  around  £369. 
We  also  have  a network 


EPSON.  THERE'S  NO  COMPARISON. 


ready  version,  the  EPSON 
Stylus  Color  900N.  with  built-in 
Ethernet  interface. 

For  a print  sample  and  more 
information  on  the  EPSON  colour 
inkjet  range  call  0800  220  546, 
fax  01442  227  271  pr  visit 
www.epson.co.ok 


EPSON 
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ThinkPad®  600 


Starting  at 
£1,998*  (inc.  VAT). 


Intel®  Pentium®  li 
processor:  up  to  300MHz1. 
Up  to  6.4GB2  hard  drive. 
Standard  32  or  64MB3 
memory. 


13.3'  active  matrix 
display. 

CD  or  DVD  with  3D 
sound. 

Swappable 
drive/battery  bay 
and  internal  modem. 


100MB  Zip  Drive. 
Ethernet  network 
adapters. 
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(§)  e-business  tools 


ThinkPad  600.  The  best  of  light  weight  and  high 
performance,  all  in  a 2.26  kg4  design  statement 
and  a mere  36mm  thin.  For  more  information 
call  Haley  Thomas  on  0870  010  2512.  In  Ireland 
phone  1890  20  04  26.  Alternatively,  visit 
www.ibm.com/pcAik/think  and  find  out  how 
to  win  one  of  50  WorkPads. 
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thinkpad. designer  workwear 


"Typical  buying  price  (or  ThinkPad  600  model  350.  Resellers  set  their  own  prices,  so  prices  may  vary.  ’MHz  denotes  microprocessor  internal  clock  speed  only,  other  factors  may  also  affect  application  performance.  2GB  * Gigabyte  (one 
thousand  million  bytes)  when  referring  to  hard  drive  capacity:  accessible  capacity  may  be  less.  3MB  = one  million  byies  when  referring  to  hard  drive  capacity:  accessible  capacity  may  be  less.  <2.2kg  is  travelling  weight  with  battery  and  hard 
drive.  Maximum  weight  with  CD-ROM/DVD  drive  is  2.6kg.  All  PCs  referenced  in  this  ad  ship  with  an  operating  system.  IBM  product  names  are  trademarks  of  International  Business  Machines  Corporation.  Microsoil.  Windows 
and  Windows  NT  are  trademarks  of  Microsoft  Corporation.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  Intel,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation. 


E]  Easy  customisation 

E3  Supplier  and  customer  self-service 

ED  Total  web-enablement  : 

. S Fast  return  on  investment  : 
fil.  Zero  user  training  .. 


0 Open  Environment 


CaU  0800  4960706,  visit  us  at  www.tawson  -cwnte 
or  come  to  our  stand  239  at  SpftwoHd  in  Finance. 
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COMPUTER  SV  STEMS  ■ ...  ; 

Cafl  f^tar  Gffiesa  sn  OtfS  SM6  <mn 
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ERP  options  are  not  limited  to  lengthy 
implementations  and  hefty  price  tags. 

36%  of  the  world's  top  500  enterprises, 
h use  ERP  from  Fourth  Shift  at  one  or  more 
f of  their  manufacturing  sites,  because  it 
suits  the  business  better  and  can  support 
more  than  200  users  from  a single  NT  Server. 

So,  don't  use  a sledgehammer  on 
your  business,  change  to  Fourth  Shift 

_you'd  be  nuts  not  to. 


01527  436444 


hhflUw—W  uiio 
01B27  406287 


with  JBA  @ctive  Enterprise 

Harder  on  costs,  faster  an  service,  bow  on  margin*.  These  are  die 
gnaiic  your  business  can  achieve  wirb  JBA's  /j^^Enwprise  Series. 

Wafa  proven  ERP  pcrftnnroee.  advanced  Supply  Chain  design  and 
real  e^xsmuqte  capebQiiy  powered  ty  the  tea  Work  Mann**-ieM 
mmr  thn  is  ihc  vehicle  lo  shift  your  twsincss  processes  op  a grar  and 
overtake  your  coroperiwci. 

inm  nvrr  4000  rakteizr  rompanies  that  JBA  tat  helped  get  mar  at 
nf  fhrjrhndngmcand&riool  how  they  gain  conrinuoro  added  vriuc 
from  waking  wnh  our  people,  products  and  know  bow. 

• To  find  opt  more,  please  contact  JBA  fa  ywr  personal  copy  of  ‘Badness 
Managers  Guide  »J  BA's  /^Enterprise  Strategy'  quoting  ref.  KnT0399. 


0800  521980  mftj@fo0tt-slilfLoou<*  i**ft  earn  arap'ara^iiit 


Cebit  *99  Exhibitors 

THE  WORLD’S  ONLY  260MB  TYPE  H PC  CARD  HARD  DISK  DRIVE 
World  La  ouch  at  CeBIT 

Piogs  into  any  Type  II  or  III  PC  Card  slot. 

• No  space  required 

• No  additional  cables,  boxes  or  power  supplies 
Weighs  only  45  grams. 

• Next  Do  no  extra  weight 
Ideal  for  high  speed  backup  and  transporting  data. 

• Minimised  irritating  time  delays 
Full  compatibility 

• Installs  in  a Type  □ or  Type  m slot  in  under  1 S seconds. 

Extra  capacity  with  no  unwanted  extras.  Stand  F32  H»H  6 

Need  still  more  capacity? 

The  Type  ID  CaDnnacard  ™ offers  up  to  1040MB  of  storage  in  a PC  Card  format 

Call  una  Technology  Ud. 

One  Blackwood  Road. 

Eastficld.  Glenrothes,  Fife  KY7  4NP.  UK. 

Tel:  +44(0)1592  630810  Or  +44(0)700  CALLUNA  (2255862) 

Fax:  +44(0)1592  630920  www.callunacard.com 

V c:'  - 7 .»!.  •*  •;  •'-»  f V --r'.  ;;  «j :^:r,  ‘v5 
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With  over  70  Gbytes  of  data  on  a single  tape  cartridge  are  you  paranoid  at  what  damage 
could  the  loss  of  a single  tape  cartridge  do  to  vour  company?  Would  you  even  know  if  a tape 
was  copied  or  stolen  from  site? 

Paranoia,  a new  system  independent,  hardware  data  encryption  to  tape  unit  designed  and 
built  in  Europe,  is  now  available  to  ensure  any  tapes  stolen,  or  copied,  cannot  be  read  by 
unauthorised  people.  You  can  also  ensure  unauthorised  people  within  your  own 
organisation  cannot  read  the' tapes! 


Softworid  ’99  Exhibitors 


Tel:  (44)  1933  402940 
Or  (49)61521979  64 

Digits!  3 iitcrac; ■« ; Soi 
URL:  v.?.vw  diip  ral-  i nrjract.cn.  u x 
ft-mafl  ,wlest'?di‘rital‘iriroroct.iro.u<: 


CeBIT  Hall  6 Stand  F58 


/j^^NGLESEY 

ir^RNATiobwi. 

- Devefoumeat 

Wfeb  Site  Upgrades 

IT  Security,  EMU 

and  Y2K  Elutions  ^ 

Project  & Programme  Management 

Anglesey  Internationa]  Limited 
Suiie  229, 2 Lansdowne  Row,  London  WIX  8HL  - UK 
Tefc  (44)  0171  543  7721  Fax:  (44)  0171  493  4935 
E-Mdfc  Saksjt)  ARglerey-bUoutiafoaLeoai 
Web:  www^VagkaCT-IntcTBarionaLCTni 


Year2000  Analysts  / Conversion  for  ALL 
platforms  / Languages 
Year2000  Auditing 
Euro  Conversion  i 

Bespoke  Development 
Program  Language  Conversion  1 

Maintenance 
Re-engineering 
Onsite  / Offsite  / Offshore 
Low  Cost  - Fast  Turnaround 
ISO  9001  Quality 

CIQuest  International  Ltd  Is  a UK  based, 
Wald-wide,  leading  provider  of  automated 
toolsets  and  services  addressing  the  Y2k  and 
euro  problems,  and  general  IT  services  for  all 
Industries.  Please  call  or  email  us  to  receive 
further  information  on  the  above  offerings. 
Contact  John  Breda 
Tel  / Fax:  01 344-8751 06 
Bluff.  cquestSdtaJ-ptpexxcm 
Web:  cquest2000.com 
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(Hotel  IT  Search  & Selection  fl 

The  Quadrangle  B M * 

180  Wardoor  Street  |||| 

London W1V4AE  RBI  8 

M +44  (0)171  7341012  B”* 

Carapanpi:  +44  (0)  148  389  0202 

Please  visit  httpJ/www. 

globalFesourdng.com 

We  are  committed  to  offering 
FT  Professionals  a service  based  on  urgency, 
efficiency  and  attention  to  detail. 

Call  Bahman  Farad,  Group  Manager, 
(fired  on  +44  (0)  171 478 1383. 


The  Answer  to  a Senior 
Partner ’s  Prayer 

A database  for  the  firms  network  covering: 
Rasomd  : R^ncB  Budgeting 
Hme  and  Exposes  : Job  Costing 
Acft%,C3eni  and  Turnover  Stafisdcs 
Car  Fleet  Accounting 


Written  by  an  experimtxdFtanceDk&ctar 

‘■fore’  deisms  cl:  Sssr^sslu  Stanu 

sr  i cl  3 z^rsimz.rru^i 


Tet  01494  765311  i hh 
Fix:  01494  765810 
T iiMii!  106077  T7*10u>in|Wininiii  rnwi 


Today's  SolatioE 
Accounting  far  Tomorrow 

CaUto  fmd  out  more  about  an 
OpenAccounts  Fhandato 
“Fast  Track”  Implementation 

TeS:+44  (051327  3Q3SC3 
Website:  ■£n«'JY.cpenaccounts430jr 
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P DIVISION 


True  32  bit  Windows  ERP  with 
integrated  Accounts 

KowS  System*  ERP  Divtuar  is  dadlcatod  to  thn  prcwfakxi  of 
Msgretod  business  solutions  that  as  designed  to  anhonoa 
pmaq,  sdwWing  and  acajuntaWfly,  reduea  hwn lory 
and  impawn  bunram  procnw,  Kmi  it  tw  Irngml 
nppfier  of  IAN  bared  EBP  solutions  woridwido  and  Aw 
lorgosi  suppC«r  of  Great  Plains  Dynamics  accounting  and 
tfcrtwtion  suite  in  the  UK.  Europe  and  USA  Our  ERP 
solutions,'  designed  spedBoofly  for  companies  in  he 
£0.5m  to  £50m  tumorer  band,  are  used  by  orer  10,000 
eomponias  urerldwide  ok)  tiwough  our  FosJTrock 
Iroplomntohon  Pregmmme.  we  enn  implemwtt  your  32  ba 
Windows  SP/ Accounting  soluficxi  in  as  Erie  as  90  days. 
KewB  Systems  Me  ~ EBP  DSuisioa 
Case  House,  SS-89  Mgh  Street, 

WtiAu  on  Ibrns,  Surrey  KT12  1DL. 

Tab  01932  233200  toe  01932  233222 

finJr  trpwfutte  mMin.flB.Bfc 

Wtbe  wwMimAom  J 


Millennium  Auditing 

FOR  BUILDING  SERVICES 

Satchwell  have  developed  a unique  programme  for  auditing  your  building  control 
systems,  assessing  risks  and  managing  Year  2000  Compliance.  You  can  select 
from  a flexible  five  point  plan  to  take  you  up  to  the  Millennium  and  beyond, 
giving  you  peace  of  mind  that  your  systems  and  plant  will  not  let  you  down. 

In  addition  let  us  show  you  how  to  make  energy  savings  pay  for  major  building 
system  upgrades.  Satchwell  have  fine-tuned  the  Performance  Contracting  process 
that  helps  facility  managers  get  the  building  systems  they  need  with  no  increased 
capita]  outlay.  Following  a seven  step  plan  we  can  address  your  specific 
performance  contracting  opportunities  in  a process  designed  for  your 
organisation. 

Contact  Paul  Webb  or  Phil  Bolus  via  our  24 hr.  telephone  service: 

0870  606  2800  i — i 

SatehaefiJ®*  |g| 

Satchwell  Control  Systems  Limited, 

Famham  Road.  Slough,  Berks  SL1  4LFH  xsreb.areapc—preg 
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:i  bring  business  information 


AGRE5SO  Corporate  Business  and  Accounting  Software  is 
uniquely  designed  to  support  the  most  complex  information  needs 
of  on  organisation.  Over  1,000  companies  worldwide  are  using  the 
award  winning  AGRE5SO  suite  of  products.  The  suite  encompasses 
financials,  logistics,  human  resources  and  project  costing/billing. 
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Discord  a 


Agresso  Limited,  Sr  George’s  Hall,  Eason-iD^Jwdano,  Bristol  BS20  OPXSalcs 
Snppan  Telephone  01275  377205  E maiJ;  saksjuppomttagreswjxo.uk 
Telephone  01275  377200  Fax  01275  377201  h cxpy/wwncagrcsso 
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Project-oriented 
businesses  share 
one  common 
denominator: 
customer 
relationships 
are  dictated  by 
the  delivery  of 
goods  or 
services  on  a 
project  or 
contract  basis. 
That  creates  a 
different 
environment  for 
business 
processes. 


Dbtek 


Businesses  like 
yours  often  struggle 
to  fit  their  processes 

to  software  systems  _ . 

designed  for  general 
tajstoess- not pro^ct business, 

Those  systems  don't  provide  the  * ffiassKa-- 
sophisticated  project  tracking,  costing,  revenue  recognition,  billing, 
project  reporting  and  management  that  Is  so  critical  to  a project- 
oriented  business. 

Deitek  software  is  designed  to  meet  the  needs  of  your  business.  Not 
business  to  general.  Thai's  because  we  focus  exclusively  on 
designing  enterprise  software  tor  the  project-oriented  business.  Our 
products  are  developed  and  supported  by  people  who  thoroughly 
understand  the  way  you  function. 

We  have  been  implementing  successful,  cost-effective  solutions  to 

companies  like  yours  for  the  last  14  years.  Let  us  show  you  how  vveti 

we  know  your  business. 

United  Kingdom:  44+{0)-700&-335835 
Mmw.deJtek.com 
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FT- IT  mmmmtt 

The  Solution  Point  for  your  IT  requirements 

To  advertise  call  The  Sales  Team  on  +44  (0)171  306  0300 

e-mail;  rmlskin@mongooseItd.co.uk 
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™g*  BANK  by  Georas  firaham 

Payments  system  is 
not  quite  on  target 


‘ i ;ubut‘  *n  P0raP°c®vei  the  initial  glitches 
oT  the  n©w  set-up  were  not  disasters. 
Matters  could  only  improve 


In  all  the  preparations  for 
tie  launch  of  the  single 
European  currency,  the  one 
thing  the  European  Central 
Bank  did  not  want  to  go 
wrong  was  the  Target  pay- 
ments system.  This  is  one  of 
the  few  pieces  of  the  euro 
Jigsaw  puzzle  for  which  the 
newly  created  central  bank 
is  directly  responsible  - but 
it  is  also  ah  essential  mecha- 
nism for  the.  smooth  func- 
tioning of  the  euro  money 
market. 

By  the  end  of  January, 
however,  it  was  dear  that 
this  was  one  of  the  few  areas 
where  all  had  not  gone 
smoothly.  On  the  positive 
side,  national  stock  winrtwtgt 
commercial  banks,  custodi- 
ans and  securities  deposito- 
ries were  all  privately 
amazed'at  how  few  problems 
they  had  encountered,  either 
in  the  conversion  weekend 
leading  up  to  the  euro's 
debut  on  January  4,  or  in 
subsequent  trading. 

But  in  the  payments  busi- 
ness. hanten  complained  of 
money  arriving  In  the  wrong 


|em,  providing  an  interlink, 
ing  mechanism  for  15  differ- 
ent real-time  gross  settle- 
ment systems  operated  by 
national  central  banks,  there 
have  also  been  difficulties 
arising  from  differences 
between  national  message 
formats.  This  has  prompted 
criticism  from  many  com- 
mercial banks  of  the  inade- 
quate end-to-end  testing  car- 
ried out  before  the  new 
system  came  into  operation. 

The  ECB  complained  that 
most  problems  arose  from 
banks  addressing  payments 
messages  incorrectly,  caus- 
ing them  to  be  rejected  at 
the  interface  between  their 
national  central  bank  and 
Target  (trans- European  auto- 
mated real-time  gross  settle- 
ment express  transfer  sys- 
tem). 

But  the  heart  of  the  matter 
has  been  less  a question  of 
technology  than  of  the  need 
to  adapt  operating  practices 
to  a completely  new  system. 

One  of  the  biggest  issues 
in  the  first  week  involved 
the  failure  by  some  hanks  to 


. . which  were  experiencing 

• payments  problems.  Banks 

! H in  these  countries  could  con- 

■jrM-:  V.  tinue  to  make  transfers. 

landing  them  on  hanks  in 
other  countries  whose  access 
nH'-"  I - : to  Target  had  already  closed. 

- I.  . ‘ Resort  to  the  ECB's  mar- 

-  ginal  lending  and  deposit 

Pnrilip  facilities  was  more  extensive 

rOC U $ Oil  than  had  been  expected, 

|T  . though  this  was  partly  due 

II  111  Tinance  to  the  fact  that  the  GCB 

adopted  until  January  21  a 
THp  Fiimnaan  narrow  corridor  for  these 

IIIB  European  facilities.  When  the  deposit 

npntrai  Rank  rate  reverted  to  2 per  cent 

uenirai  tsanK  and  the  marginal  lending 

rate  to  4^  per  cent,  use  of 

cross-border  transfer  to  a ch-  the  two  facilities  became 
ent's  account  at,  say,  much  more  punitive. 

Banque  Paribas  in  Paris,  its  In  a flurry  of  accusation 
systems  were  set  up  instead  ' and  counter-accusation,  it 
to  search  automatically  for  a appeared  that  some  banks 
Paribas  account  in  Frank-  were  abusing  the  Target 
furt,  and  credit  that  account,  extensions  with  late  corn- 
far  the  benefit  of  its  client,  mercial  payments  on  behalf 
The  money  did  not  disap-  of  their  customers,  instead  of 
pear,  but  it  ended  up  in  the  using  the  window  merely  for 
wrong  city.  interbank  operations  to 

square  their  books.  Matters 
I intlirirh/  were  not  helped  by  the 

uifuiuiLy  efforts  of  banks  in  some 

That  caused  problems  of  countries  to  jockey  for  a 
liquidity  management,  dominant  position  in  the 


cross-border  transfer  to  a cli- 
ent's account  at,  say, 
Banque  Paribas  in  Paris,  its 
systems  were  set  up  instead 
to  search  automatically  for  a 
Paribas  account  in  Frank- 
furt, and  credit  that  account, 
for  the  benefit  of  its  client. 
The  money  did  not  disap- 
pear, but  it  ended  up  in  the 
wrong  city. 


Welcome  to  the  ewo;  wearing  euro-jackets,  a dealer  in  Greece  talks  on  the  phone  and  watches  a 
board  showing  the  general  price  index  rates,  while  the  other  observes,  at  the  Athens  Stock  Exchange. 
The  new  currency  made  a strong  debut  tn  January,  a sign  that  markets  welcomed  the  single  currency 
as  an  alternative  to  the  dollar  ap 


Liquidity 


place,  of  bottlenecks  at  the ' adapt  to  the  multinational 
end  of  the  day,  of  technical  nature  of  the  new  currency 


incompatibilities  between 
different  countries'  pay- 
ments standards  and  . of  slip- 
ups at  national  central 
banks. 

Viewed  in  perspective, 
these  were  not  disasters. 
Commercial  banks  worked 
together  to  sort  out  their  dif- 
ficulties, and  the  ECB  bent 
the  rules  by  delaying  Tar- 
get’s closing  time  for  most  of 
January.  Nevertheless,  the 
contrast  with  the  relatively 
painless  transition  elsewhere 
was  embarrassing. 

Where  has  the  problem 
lain?  There  have  been  some 
localised  technological 
issues,  including  a hardware 
failure  one  evening  at  the 
Banque  de  France.  Since 
Target  is  a decentralised  sys- 


In  the  old  days,  a currency 


because  it  might  leave  a 
bank  unexpectedly  short  of 
funds  in  one  payment  sys- 
tem but  overliquid  in 
another.  Liquidity  manage- 
ment was  hard  enough 


was  inextricably  identified  already:  some  Hanks  were 
with  one  country  mid  one  getting  used,  for  the  first 


payment  centre,  so  an 
Instruction  to  settle  In 
French  francs  automatically 
went  to  Paris,  while  a 
D-Mark  payment  automati- 
cally cleared  in  Frankfurt 
With  the  euro,  that  logic  no 
longer  applies. 

In  the  early  days  of  trad- 
ing. it  became  clear  that  a 
handful  of  hanks  - mostly 
German  but  innindfng  same 
Dutch  and  US  institutions  - 
were  not  handling  the 
instructions  in  fields  57  and 
58  of  a standard  Swift  mes- 
sage in  the  way  their 
counterparties  expected- 

For  example,  if  a German 
hank  was  asked  to  make  a 


time,  to  the  business  of  man- 
aging multiple  liquidity 
pools,  and  many  are  still 
using  several  different  pay- 
ment systems  until  it 
becomes  dearer  which  win 
be  the  dominant  channels 
for  euro  flows. 

On  top  of  that,  bottlenecks 
in  the  payments  system  led 
to  some  hanks  receiving 
unexpected  transfers  late  at 
night,  leaving  them  no  time 

to  place  the  funds  in  the 
interbank  money  market. 
This  was  compounded  in  the 
first  week  when  the  ECB 
was  annotmang  last  minute 
Target  extensions  for  indi- 
vidual national  systems 


new  euro  clearing  market. 

The  number  of  interbank 
claims  for  compensation  spi- 
ralled. prompting  the  Heath- 
row Group  - an  association 
of  the  biggest  currency  clear- 
ing banks  set  op  ahead  of 
the  launch  of  the  euro  to 
establish  payments  conven- 
tions - to  recommend  a sim- 
ple “no  blame”  compensa- 
tion formula. 

Teething  difficulties  of  this 
kind  are  scarcely  surprising. 
Payments  experts  say  it  took 
15  years  for  accepted  prac- 
tices and  conventions  to 
evolve  in  the  US,  which  has 
a payments  infrastructure 
resembling  tn  some  respects 
the  new  euro  model,  with 
regional  automated  clearing 
houses  coexisting  with  the 
Fed  wire  RTGS  system  and 
the  Chips  net  settlement  sys- 
tem.'Europe,  however,  does 
not  have  that  long  to  sort 
out  its  payment  practices. 
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MUSIC  AND  THE  INTERNET  by  Christopher  Price 


The  logo  of  the  euro,  the  single  European  currency,  appears  on  a tower  above  the  building  of  the 
European  Central  Bank  in  Frankfurt,  Germany 


Traditional  vs  Internet  musk:  economics 


Discordant  notes  online 


Tradttional  retail 
CD  sate 


The  music  industry  is  being  forced  to  take 
new  initiatives  to  try  and  prevent  digital 
distribution  across  the  web  from  eroding 
its  market  position 


Writs,  disputes  and  illegal 
activities  have  until  now 
appeared  to  dominate  the 
fledgling  relationship 
between  the  Internet  and  the 
music  industry. 

That  all  seems  set  to 
change  with  the  realisation 
among  many  in  the  record 
business  that  the  new 
medium  offers  more  opportu- 
nities than  threats  for  the 
next  stage  of  development 
for  the  Industry. 

“The  music  industry  is  not 
suffering  any  revenue  pen- 
alty whatosever  from  the 
Internet  - it  is  too  small,” 
says  Mark  Hardie,  senior 
analyst  at  Forrester,  the  US- 
based  research  group. 

“On  the  other  hand,  there 
are  many  opportunities  for 
increased  sales  of  indepen- 
dent label  music  and  cata- 
logue titles  from  major 
labels,  as  well  as  the  steady 
shift  of  retail  sales  to  web- 
based  merchants." 

Kick  Selvage,  general  man- 
ager, IBM  Global  Media  and 
Entertainment  Industry, 
agrees.  “The  music  industry 
Is  entering  a critical  transi- 
tion period.  But  while  tiie 
Internet,  which  is  .driving 


this  change,  is  widening  the 
choices  consumers  have,  it  is 
dramatically  increasing  the 
choices  companies  have  in 
serving  their  customers." 

Evidence  that  the  industry 
is  being  galvanised  into 
action  came  last  month  with 
the  anDrnmf-pmpnt  that  the 
big  five  music  groups  - Uni- 
versal, Sony,  Bertelsmann, 
EMI  arid  Warner  - and  IBM 
were  developing  the  first 
integrated  digital  music  dis- 
tribution system. 

The  initiative  - dubbed 
the  Madison  Project  - is  the 
industry's  first  co-ordinated 
attempt  to  wrest  control  of 
the  rapidly-growing,  albeit 
still  small,  market  for  down- 
loading digital  music  from 
the  Internet  to  personal  com- 
puters. 

Under  the  pilot  scheme, 
selected  households  will  be. 
able  to  download  records 
from  the  Madison  Internet 
site.  The  process  is  expected 
to  take  around  10  minutes 
for  60  minutes  worth  of 
music.  Crucially,  the  digital 
signals  will  be  encrypted  to 
prevent  unauthorised  copies 
being  made. 

The  Madison  project  par- 


ticipants are  also  involved  in 
the  Secure  Digital  Music  Ini- 
tiative, which  seeks  to  . create 
a specification  that  could  be 
embedded  into  any  music 
distribution  technology  to 
protect  copyright  holders’ 
property. 

These  initiatives  have 
come  at  the  aid  of  a period 
of  deep  concern  for  the 
music  industry  in  the  face  of 
developments  on  the  Inter- 
net which  have  threatened 
to  undermine  the  core  reve- 
nue streams  of  the  business. 

Digital  downloading  of 
music  from  the  Internet, 
much  of  it  illegal,  has 
spawned  thousands  of  sites. 
The  situation  has  been 
spurred  by  technological 
developments,  such  as  the 
rise  of  the  MP3  format  as  a 
means  of  compression  of  the 
digital  Signal- 


Big  boost 


MP3  allows  anyone  to 
transfer  CD  recordings  to 
the  Internet  for  others  to 
download  freely  - a viola- 
tion of  copyright  laws.  MP3 
sites  now  abound  on  the 
Internet.  The  Recording 
Industry  Association  of 
America  (RIAA)  estimates 
that  more  than  200,000  songs 
are  on  the  Internet  illegally 
for  anyone  to  download 
without  paying  royalties. 


The  platform  received  a 
huge  boost  last  year  with  the 
introduction  of  a portable 
MP3  player  from  Diamond 
Multimedia  Systems,  a US 
electronics  group. 

The  RIAA  response  was  to 
attempt  to  ban  distribution 
of  the  machine  through  the 
courts.  It  lost,  and  in  the 
view  of  Forrester's  Mr  Har- 
die, “only  accelerated  the 
take-up  of  MP3  more  than 
anyone  else  could  have 
done." 

Since  then,  MP3  has  begun 
to  make  inroads  into  the 
legitimate  side  of  the  music 
Industry.  For  example,  in 
January,  MP3.Com,  the 
download,  news  and  commu- 
nity site,  received  $llm  in 
funding  from  venture  capi- 
talists specialising  in  high- 
growth  Internet  stocks. 

In  other  developments, 
Lycos,  the  search  engine 
company  said  it  would 
launch  an  MP3  database, 
and  Internet  record  company 
GoodNoise  won  a licence 
from  a big  music  agency  and 
a record  label  to  deliver 
songs  via  MP3. 

The  announcement  of  the 
Madison  Project,  therefore, 
has  come  at  a timely 
moment  for  the  music  indus- 
try. 

Mr  Hardie  believes  that 
technology  will  drive  the 
development  of  other  plat- 


forms and  standards  before 
the  year  is  out  And  with  the 
recources  of  the  big  five 
music  companies  firmly 
trained  on  the  Internet  and 
digital  downloading,  he 
believes  the  future  of  MP3  as 
a force  will  become  increas- 
ingly marginalised. 

"When  the  record  compa- 
nies begin  to  release  their 
big  names  on  secure  systems 
- the  RELMs  and  the  Celine 
Dions  - we  will  all  abandon 
MP3."  Yet  even  with  some 
sort  of  consensus  over  the 
secure  transmission  of  music 
online,  the  industry  still 
faces  profound  changes. 

"Consumers  will  use  tech- 
nology for  introduction  to 
music,  access  to  artists  and 
music  acquisition."  argues 
Mr  Hardie.  "Empowered 
indie  [independent]  artists 
will  pursue  technology- 
driven  routes  to  mass  mar- 
ket success. 

“Distribution  systems  will 
be  tested  under  increasing 
pressure  to  provide  digital 
delivery.  Meanwhile,  tbe 
rules  for  retail  will  be  rewrit- 
ten to  include  the  efficien- 
cies of  the  fourth  channel. 
Tbe  Internet's  impact  will  be 
felt  throughout  the  indus- 
try." 

Ted  Hooban,  technical 
director  of  CDNow.  the  on- 
line music  store,  says  the 
company  is  developing 
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Royalties  and 
label  profit  S6 

Promotion  S2J0 
Manufacturing  St 
Distributor  St  JO 
SubdtstrflHJtorJZ 


Internet  wired  music  community 
CD  sale 

Royalties  and 
label  profit  SL50 

Promotion  S2J50 
Manufacturing  $1 
Web  promotion  Si 
Slapping  SI 


Source:  Fomair  Haanii 

Music’s  Internet  eta;  channel  migration 
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1897  market  S12bn  . 

Soresr  AoBSfcrAHRft  ■ 

download  products  in  order 
to  take  advantage  of  tbe 
market  once  a mainstream 
industry  standard  emerges. 

“There  are  still  some  very 
big  issues  to  be  addressed, 
concerned  with  bandwidth, 
security  and  portability."  he 
says.  “But  once  these  are 
settled,  the  potential  for  the 
Internet  and  music  indus- 
tries is  enormous." 


2002  matefc  S143tn 


IBM’s  Mr  Selvage  says:  “It 
is  premature  to  predict  how 
the  marketplace  will 
develop.  IBM  is  convinced, 
however,  that  the  music 
industry  will  fully  partici- 
pate in  the  dramatic  growth 
of  e-commerce  and  that  pur- 
chasing music  and  other 
forms  of  entertainment  con- 
tent will  soon  be  common- 
place." 


BBC  online  network 


From  page  20: 


achieve.  But  some  are 
taking  shape,  albeit  in  a 
fairly  haphazard  way.  Onfme 
coverage  of  last  year’s 
atomic  bomb  tests  in  India 

and  Pakistan  was  tagged 
with  a “What  do  you  think?” 
label.  Within  24  hours  of  the 
first  explosion  In  India,  7,500 
e-mails  had  been  returned, 
mostly  from  Asian  people  in 
the  region  and  around  the .. 
world. 

The  debate,  one  that  . 
could  not  have  been 
organised  by  TV  or  radio 
alone,  raged  for  a week. 
“What  was  Interesting  was 
that,  in  one  sense,  the 
diaspora  had  reassembted 
online,"  says  Mr  Smartt. 

■Hie  challenge  for  the  ' 
future,  he  says,  is  how  to 
build  such  online 
communities  in  a more 
consistent  way  without 
forgetting  that  the  main  task 
Is  to  get  the  news  out  But 


that  is  difficult  since,  by  their 
own  admission,  the  News 
Online  team  knows  relatively 
lithe  about  its  audience.  The 
small  amount  of  research 
that  has  been  done  has 
revealed  little  more  than  that 
users  break  down  into  three 
categories:  regular  domestic 
and  world  service  viewers 
and  Bsteners;  the  expatriate 
British  community  who . 
gather  to  watch  the  9 
o’clock  news  onfine  and  get 
the  footbaB  results;  and 
those,  largely  in  North 
America,  who  have  stumpwo 
on  the  service  and  Ilk®  it 
Key  audience  drivers  am 

erratic  movements  in  wond 
stock  markets  and  the 

demands  of  those  who  want 
the  latest  on  a breaking 
story  or  reHable  and 

up-to-date  news  stxnmanes 

at  any  tune  of  the  day  or 
night  Science  and 

technology  k a constant 

interest  of  the  Internet  - 

audience,  typically  proving 


the  second  or  third  most 
popular  story  of  the  day 
even  If  it  ts  not  posted  that 
high  on  the  running  Oder. 

The  BBC  has  nude  no 
attempt  fo  market  its ’onfine 
service  except  by  flying  a 
smaff  flag  on  the  end  of  toe 
TV  news  aid  placing  a few  . 
Adverts.  That  will  change 
because  the  goals  for  the 
service  are  very,  ambitious, 
“We  want  to  be  the 
dominant  news  provider 
everywhere  except  in  North 
America.  We’ve  no  intention 
currently  to  take  on  North. 
American  web  sites."  .-  . 

Meanwhile,  toe  experiment 
continues.  But  ff  toe 
production  of  Internet  news 
is  as  precarious  and 
experimental  as  the  News 
Onfine  team  suggest,  how 
come  the  audience  Is  not 
more  cfisaflsfied? 

“The  Internet  audience  is  " 
stfflvery  forgiving"  insists 
Mr  Smartt 

Simon  Beavis 
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Legendary  Wuesroaster  ELEUQna  played  his  guitar  live  during  a digital  jam  session  at  Mcrosoffs  Virtual  music  studio  in  Redriiond, 
Washington,  with  audio  manager  Steve  Boyce.  King  improvised  blues  'riffs’  allowing  an  online  audience  to  Tam’  with  him 


Softworld  - simplifying  software  decisions 
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FT-1T  REVIEW  24  MILLENNIUM  ISSUES 


YEAR  2000:  FOCUS  ON  THE  UTILITIES  by  Christopher  Price 


Questions  linger  on  energy 


FINANCIAL  TIMES  WEDNESDAY  MARCH  3 3999 


7l»  MflJenraom  Bomb  - 43  weeks  away 


ki  o u a u 


If  a country’s  power  supplies  fail  due  to 
the  so-called  millennium  “bomb”,  then  the 
consequences  could  be  disastrous.  But 
power  experts  in  Europe  and  North 
America  are  generally  confident  that  the 
problem  in  their  regions  has  been  resolved 


Are  utStias  a scarce  of  Year  2000  risk  for  organisations? 

% Of  UUWrtSHOuB 


Utffittes’  Year  2000  budgets  money  sport  so  far 
% of  Yew  2000  spend 


Will  the  lights  stay  on  when 
the  clock  strikes  midnight 
on  December  31? 

“Almost  definitely**  is  the 
answer  from  the  electricity 
industry,  which  is  pouring 
funds  into  solving  the 
so-called  Y2K  computer  date 
issue  to  ensure  that  power 
supplies  remain  uninter- 
rupted as  the  world  moves 
into  the  next  mmenniirm 

The  mostly  positive 
response  - seen  most 
recently  in  reports  from  the 
US  and  UR  power  industries 
- also  reflects  a concerted 
response  from  governments 
to  make  sure  one  of  their 
most  vital  industries  com- 
puter systems  are  year  2000- 
compliant  However,  the  con- 


cerns that  remain  are  based 
on  the  hugely  complex  and 
interdependent  systems 
behind  power  generation 
and  distribution. 

The  North  American  Elec- 
tric Reliability  Council 
(NERC).  the  body  charged 
with  monitoring  the  indus- 
try's preparations  in  the  US 
and  most  of  Canada,  said 
recently  it  was  worried  over 
the  readiness  of  some  utili- 
ties in  the  region. 

In  particular,  the  NERC 
expressed  anxiety  over 
whether  they  would  have 
their  mission  critical 
systems  checked  and  compli- 
ant by  the  end  of  June  - the 
date  set  by  the  authority  for 
full  testing  procedures  to 
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begin.  The  council  fears  that 
any  slippage  from  this  time- 
scale  will  threaten  its  ability 
to  declare  the  Industry  hilly 
ready  for  the  end  of  the  year. 

Bill  Richardson,  the 
Energy  Department  Secre- 
tary. commented;  “This  is  a 
matter  ;Of  significant  con- 
cern. In  the  Y2K  ’ readiness 
league,  our  goal  must  be  to 
have  a 1,000  batting  aver- 
age." 

The  NEEC  had  previously 
raised  other  concerns. 
Systems  running  voice  and 
data  communications, 
needed  for  monitoring  and 
control  of  power  systems, 
were  Identified  as  being  of 
importance. 

Worries  were,  also 
expressed  over  the  interde- 


pendence of  electrical  sys- 
tem operations  on  external 
communications  providers, 
natural  gas  supplies  and  rail 
transportation  of  coaL  Co-or- 
dination efforts  needed  to  be 
improved  at  the  industry 
and  individual  organisation 
levels  to  “provide  mutual 
assurance  of  resources  and 
capabilities''. 

However,  the  NERC  also 
expressed  confidence  that 
the  industry  could,  given  its 
wide  experience  of  previous 
disruptions,  cope  with  the 
situation.  “In  an  industry 
that  meets  record  peak 
demands  ri firing  heat  waves 
and  quickly  restores  service 
to  millions  of  customers  who 
lost  power  due  to  a hurri- 
cane or  earthquake,  prepar- 


Levets  of  risk 

Year  2000  expos«  and  con^Gauce  by  sector 


Computers  everywhere:  IT  systems  are  crucial  to  the  nmhg  of 
power  plants.  Pictured  here  is  an  engineer  monttorfeg  power 
generation  at  New  York  State's  Power  Pool  ap 
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PORTABLE  WEB  SURFING? 


Cyrix  WebPAD” 


SURE. 

WITH  CYRIX®  TECHNOLOGY 

At  List  — browse  the  web  anytime,  anywhere  without  being  tethered  to  a PC  or  power  outlet. 
Based  on  leading-edge  Cyrix  technology,  the  Cyrix  WebPAD'*  reference  design*  enables 
affordable,  portable,  wireless  Internet  access.  Its  easy-to-use  touchscreen  puts  surfing  the  net. 
as  well  as  sending  and  receiving  e-mails,  right  at  your  fingertips,  giving  you  the  ultimate  in  “no  strings 
attached"  convenience.  Experience  this  totally  new  personal  web  access  device  For  yourself  — at 
CeBIT  "99.  Or  visit  us  at  wwwayrixxom/secwebpad  for  more  information. 
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mg  for  and  dealing  with 
operaring  risks  is  an 
ingrained  part  -of  the  busi- 
ness." 

Indeed,  despite  its  other 
misgivings,  the  authority 
delivered  an  overall  upbeat 
assessment  in  its  latest 
report,  concluding  that  there 
will  be  a “minimal  impact" 
on  the  industry  from  the 
year  2000  computer  problem. 

In  its  latest  report.  Action 
2000.  the  UK  government's 
co-ordinating  body,  also 
appeared  optimistic  about 
the  lights  staying  on. 

Action  2000  has  appointed 
officials  from  Offer,  the  elec- 
tricity industry  regulator,  to 
monitor  progress.  It  has  also 
commissioned  a report  from 
Independent  consultants. 

Peter  Carter,  deputy  direc- 
tor-general of  electricity  sup- 
ply, says  of  the  latest  find- 
ings: “The  independent 
assessment  is  initially  tar- 
geting the  20  or  so  major 
players  in  the  electricity  gee- 
tor,  the  major  generators, 
transmission  and  distribu- 
tion companies. 

“With  about  half  the 
assessments  com- 
plete . . . these  companies  are 
well  on  their  way.  They  have 
largely  completed  work  to 
rectify  critical  systems  but 
some  tests  to  demonstrate 
ftill  confidence  remain  out- 
standing. Companies  are 
indicating  completion  of 
testing  in  the  second  quarter 
of  1999."  he  says. 

The  Electricity  Associa- 
tion. the  UK  industry  repre- 
sentative body,  said  electric- 
ity companies  were  spending 
more  than  £200m  on  fixing 
the  millennium  “bomb”.  It 
has  also  formed  a task  force 
to  promote  readiness  from 
“the  power  station  to  the 
power  point". 

Action  2000  introduced  a 
colour  coding  scheme  to 
indicate  the  readiness  of  the 
UK's  vital  industries: 

• Blue  for  the  reduction  of 
risk  to  minimal  if  any  dis- 
ruption, 

• Amber  for  on  course  for 
blue  status  within  an  appro- 
priate timescale. 

• Red  indicating  that  cur- 
rent preparations  are  not 
sufficient  to  achieve  blue 
status. 


There  are  worries 
about  the 
readiness  of  some 
utilities  in  North 
America 


The  electricity  industry 
was  judged  46  per  cent  blue. 
52  per  cent  amber  and  2 per 
cent  red.  According  to  Mr 
Carter,  the  latter  referred  to 
some  older  generating  sta- 
tions. which  the  power  com- 
panies use  intermittently, 
usually  at  peak  periods. 

“We  will  be  pursuing  with 
the  companies  what  exactly 
they  intend  to  do  about 
these."  He  adds,  however, 
that  given  the  infrequent  use 
of  the  stations,  their  effect 
on  the  UK's  power  supply 
would  be  inconsequential 
even  if  they  remained 
uncompliant 

Financial  services  was  the 
only  other  industry  to 
receive  any  red  marks.  Mich- 
ael Foot,  managing  director 
of  financial  supervision  at 
the  Financial  Services 
Authority,  says  “a  few  finan- 
cial firms"  were  considered 
to  be  in  the  high-risk  cate- 
gory. 

The  financial  infrastruc- 
ture was  judged  blue,  and 
those  companies  in  "high 
impact"  areas,  such  as  high 
street  banks,  were  a mixture 
of  blue  and  amber.  The  small 
number  of  reds  were  being 
pursued.  “They  are  well 
aware  who  they  are  and  are 
under  intense  supervisory 
scrutiny,"  says  Mr  Foot. 

“If  they  do  not  improve, 
we  will  take  action  to 
restrict  their  business,  or 
close  it  down.  We  must  pro- 
tect the  Integrity  or  the  mar- 
kets and  the  position  of 
investors." 

The  gas  industry  was  85 
per  cent  amber  and  15  per 
cent  blue.  The  telecommuni- 
cations, water  and  offshore 
oil  and  gas  industries,  were 
100  per  cent  amber,  with 
their  regulators  also  produc- 


ing an  upbeat  report  on  their 
readiness. 

The  oil  and  gas  industry  is 
the  only  one  not  to  be  moni- 
tored by  a regulator  as  it  Is 
not  governed  as  other  utili- 
ties. Therefore,  the  compa- 
nies and  its  industry  associa- 
tion are  undertaking  their 
assessments  themselves. 

To  offset  criticism  of  this, 
the  government’s  Depart- 
ment of  Trade  & Industry 
has  appointed  independent 
assessors  to  rhartr  the  indus- 
try's readiness. 

□ Further  case  studies  by 
Christopher  Price  on  how 
various  industries  are 
approaching  the  Y2K  issue 
wifi  be  featured  in  the  FT-IT 
Review  in  the  coming 
months. 


ffigtrt  scene:  a Notional  Power  plant  In  Kant  Industry  Isadora  are 
confident  that  In  the  UK.  at  least,  the  lights  wffl  slay  on  at  tiietum 
of  the  year,  but  that  may  not  be  true  n less-developed  nations 


FT-IT  REVIEW 


Business  themes  for 
the  coming  months 


A special  issue  of  the  FT-IT  Review  win  appear 
later  this  month,  on  the  theme  of  electronic 
business.  E-business,  as  it  is  called,  has 
become  more  than  just  a talking  point  or  the 
latest  fad  in  the  rT  industry. 

E-Business,  to  be  published  on  Wednesday, 
March  24,  will  highlight  the  inexorable  drive 
towards  a fully  networked  global  business 
environment,  with  instantaneous 
communications  and  unprecedented 
availability  of  information. 

The  review  will  show  how  traditional 
business  models  and  attitudes  are  being 
overhauled  radically,  forcing  laggards  to  catch 
up  or  fall  by  the  wayside. 

New  business  entrants  - their  names 
unknown  a few  years  ago  - are  forcing  the 
pace  of  competition  across  the  commercial 
spectrum. 

Business  Solutions  Series 
during  the  year 

There  will  also  be  a series  of  special  issues  on 
Business  Solutions  during  the  year. 

Each  issue  (see  dates  below)  wBl  have  a 
main  theme.  3uch  as  knowledge  management 
enterprise  resoixee  planning,  and  managed 
services  and  outsourcing. 

Monthly  FT-IT  Reviews 

Dining  1999,  each  of  our  regular 
monthly  reviews  wBl  carry  features 
on: 

• mn  finance,  with  a special 
focus  each  month. 

• Views  from  the  top: 
interviews  with  leaders  in 
the  IT  industry,  as  well  as 
interviews  with  corporate  fT 
users. 

• Updates  on  the  millennium  date 
issue,  with  a focus  on  specific 
business  sectors. 

• Electronic  business. 

• IT  news  update. 

April  3,  FT-IT  Review 

• Main  theme:  Internet  Issues. 

• Second  theme:  Java  update. 

• Plus  regular  features,  including: 

• IT  In  finance  - focus  on  Insurance. 

• Update  on  the  millennium  date  issue. 

May  5 

• Main  theme;  Mid-sized  enterprises  - 
selecting  FT  strategies. 

• Second  theme:  Telecommunications  - 
Increasing  convergence  in  information  and 
communication  technologies. 

• Plus  regular  features,  including: 

• IT  In  finance  - focus  on  venture  capital. 

• Electronic  business. 

• Year  2000  update. 

June  2 

• Main  theme:  Windows  - what's  at  stake? 
e Second  theme:  IT  in  manufacturing:  focus 

on  the  cad/cam  sector, 
e Plus  regular  features,  including: 
e IT  in  finance  - this  month's  emphasis  is  on 
personal  finance, 
e Electronic  business, 
e Year  2000  update. 

July  7 

• Main  theme:  Electronic  commerce  and  the 


wiredbusiness. 

• Second  theme:  IT  and  the  law  in  the  run-up 
to  the  year  2000. 

• Regular  features,  including: 

e IT  in  finance  - focus  on  retail  banking. 

• Electronic  business. 

e Update  on  the  millennium  date  issue:  focus 
on  specific  business  sectors. 

There  wffl  be  no  Issue  of  the  review  in  August 

September  1 

• Main  theme:  IT  in  retailing. 

j m Second  theme:  Supply  chafe  management 
| • Plus  regular  features,  including: 

; • IT  in  finance  - focus  on  risk  management 
! e Electronic  business, 
j • Year  2000  update. 

October  6 

e Mam  theme:  Continuity  planning  ahead  of 
the  millennium  “bomb”. 

• Second  theme:  IT  in  education. 

• Plus  regular  features,  Inducting: 

• rT  in  finance  - focus  on  Investment  banking. 
m Electronic  business. 

November  3 

• Main  theme:  Continuity  planning  for  the  yea- 
2000  (part  two). 

• Second  theme:  IT  in  travel  and  leisure. 

Plus  regular  features,  including: 

• IT  in  finance  - focus  on  fund 
management 

• Electronic  business. 

December  1 

y • Main  theme:  The  Cyber 
Millennium. 

" e Second  theme:  IT  In  the  search 
for  the  stars. 

• Pius  regular  features,  including: 

• IT  in  finance  - focus  on  securities 
markets. 

• Electronic  business. 

• Focus  on  the  imminent  year  2000  date  issue. 


Business  Solutions  Series  and 
mid-month  IT  specials: 

During  the  year,  we  will  also  publish  a series  of 
extra  reviews  on  key  business  issues, 
including: 

• E-Business:  March  24. 

• Knowledge  Management:  April  28. 

• Enterprise  Resource  Planning:  May  26. 

• Managed  Services  and  IT 
Outsourcing:  June  23. 

In  addition,  the  FT-IT  Review  will  carry  special 
features  during  1999.  including: 

• South  Asian  Software  Development  July  7. 

• Working  in  the  IT  Industry:  October  6. 

• India’s  IT  industry:  December  1. 


Meanwhile,  during  February,  March  and  April, 
a 12-part  tabloid  series,  called  Mastering 
Information  Management  is  also  appearing 
with  the  FT. 

The  first  issue,  edited  by  Tim  Dickson, 
appeared  on  February  1.  with  the  focus  on  . 
improving  company  performance. 

The  next  issue  on  February  8 will  focus  on 
competing  with  information. 

For  details  of  back  copies,  call: 

+44  (0)  181  888  6323. 


t: 


For  more  Information 

Editorial  synopses:  For  more  details  of  the  next  two  issues  of  the  FT-IT  Review,  (excluding  the 

ptease  use  **  special  fax-u-back  service  on: 
08705  209  903.  (Callers  outside  the  UK  dial  exit  code: 

+44  8705  209 l 903).  I n the  event  of  problems,  sand  a fax  request  to  Rowena  Carr-AlBnson,  FT-IT 
Review  on  0171  873  3197,  or  a-mail:  Rowena  Carr-AIIinson©FT  com 
Advertising:  fell  details  plus  e-mail  addresses  relating  to  the  FT-IT  Review  and  the  Business 
Solutions  series  can  be  found  in  the  information  panel  on  page  three  of  this  current  issue,  or 
write  to  the  Financial  Times.  Number  One.  Southwark  Bridge.  London.  SE1  9HL. 
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Week  9 


CeBIT  Lectures 

Outsourcing  - 
Trends,  markets 
and  opportunities 

(20.03.,  11.15  a.m.) 

...  and  more  than  600  further  lectu- 
res. The  whole  program  under 

http^/cl.ceblt.de/iBdez_e.iitBil 
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EIB  to  issue  €!5bn  of  bonds  in  1999 

^™"£^nvest^  Bank  has  sought  to 
reaffirm  its  status  as  Europe's  leading  issuer  of 
non-government  bonds  by  unveiling  a big 
eurCMl0nominated  benchmark  debt  Issuance 

' 'n2®  E,B  “W  11  issue  up  to 
Cloon  or  benchmark  bonds  this  year  across  the 
maturity  spectrum.  Page  24 

Sugar  prices  leave  producers  bitter 

■L_^frvww.  . Sugar  is  set  for  a long 

JSn^su^bl^- . 31  ,ow  prices  as 

rising  production  and 
--X;  currency  devaluations 
irq -••  i among  exporters  main- 

^/"\ tain  the  pressure  on 

V jj  producers.  Raw  sugar 

J-i — f has  been  trading  at  its 

i'«- —Z_^v  lowest  price  for  12 

if years  on  New  York’s 

■■  - . . Coffee,  Sugar  and 

Cocoa  Exchange  and 
ie- ''  v~;-  there  was  little  sign  of 
relief  for  the  market.  The  weak  prices  seem  to 
be  part  of  a long-term  trend.  Page  26 

Iridium  drags  satellite  phones  down 

The  handheld  mobile  satellite  telecommunica- 
tions sector  fell  to  earth  with  a crash  on  the 
news  that  US  provider  Iridium  may  breach  its 
banking  covenants  just  four  months  after 
launch.  The  company  blamed  disappointing 
revenues  on  technical  problems  and  marketing 
difficulties  with  the  service,  the  first  to  enable 
calls  to  be  made  to  and  from  a standard  size 
mobile  phone  anywhere  in  the  world.  Page  20 

Vienna  waltzes  past  neighbours 

Austria’s  stock  market,  after  years  of  under- 
performance, has  sprung  to  life.  While  most 
European  markets  headed  lower  in  February, 
Austria  rose  9 per  cent,  a performance  in 
marked  contrast  to  recent  years.  Page  36 

Brazilian  Real  slides  to  new  low 

The  Brazilian  Real  slid  to  a new  low  despite 
central  bank  Intervention.  The  bank  began  to 
sell  dollars  at  R$2.10  early  after  the  market 
opened,  stepping  in  again  several  hours  later 
when  the  Real  hit  a low  of  RS2.22.  It  closed  at 
RS2.15  in  London.  Page  25 

Weather  derivatives  set  fair 

Weather  derivatives  took  another  step  towards 
becoming  standard  financial  products  when  the 
first  contract  in  France  was  announced  between 
Soccram,  a company  specialising  in  heating 
efficiency  and  cogeneration  systems,  and  SG, 
the  French  banking  group.  Page  24 

German  business  laces  lower  sales 

The  German  stock  market  absorbed  more  bad 
news  as  SGL  Carbon,  the  carbon  and  graphite 
products  group,  said  It  would  not  pay  a 1998 
dividend.  The  group's  net  loss  of  DM264m 
(€1 34.7m)  last  year  reflected  a trend  among 
German  companies  of  lower  sales  and  poor 
earnings  prospects  related  to  the  slowdown  In 
exports  and  higher  costs  at  home.  Page  18 


RJR  set  for  overseas  disposal 
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By  Andrew  Edgedlfte-Johnson 

RJR  Nabisco  is  expected  to 
announce  the  total  or  partial 
disposal  of  its  international 
tobacco  business  within  10 
days,  which  could  value  the 
division  at  about  SGbn. 

People  close  to  the  auction 
said  yesterday  that  second- 
round  bids  for  RJR's  non-US 
tobacco  assets  - which  include 
the  Camel,  Winston  and  Salem 
brands  - should  come  in  this 
week. 

They  added  that  the  tobacco 
and  food  group  was  also  under- 
stood to  be  considering  a joint 
venture  to  share  the  expected 
benefits  of  putting  RJR  Inter- 


Non-US  tobacco  business  could  be  worth  $6bn 


national  together  with  a larger 
group. 

RJR  put  the  business  up  for 
auction  last  year,  saying  it 

lacked  the  scale  to  compete  in 
the  global  market. 

Any  joint  venture  would 
have  to  take  on  tbe  $2.5bn- 
$3bn  debt  assigned  to  RJR 
International,  which  covers 
cigarette  businesses  ranging 
from  Asia  to  Eastern 
Europe. 

Tbe  strategic  Importance  of 
its  brands  has  attracted  inter- 
est from  industry  giants  Philip 
Morris.  BAT  Industries  and 


Japan  Tobacco.-  Also  interested 
are  Gallaher,  and  Imperial 
Tobacco  of  the  UKj  and  Seita 
of  France  in  alliance  with 
Tabacaiera  of  Spain. 

BAT,  which  had  been  seen 
as  the  most  likely  buyer.  Is 
believed  to  have  decided,  fol- 
lowing its  £5.3bn  acquisition  of 
Rothmans  in  January,  that  its 
bands  are  full. 

Gallaher  and  Imperial  are 
also  believed  to  have  ruled  out 
a fun  bid,  but  both  are  said  to 
be  interested  in  acquiring 
regional  assets  that  may  be 
sold  off  by  the  successful 


buyer.  David  Adelman, 
tobacco  analyst  with  Morgan 
Stanley,  said  tbe  business 
should  sell  for  at  least  $5bn. 
Speculation  that  the  bidding 
could  reach  S6.6bn  was  “not 
unrealistic."  he  added. 

Martin  Feldman  of  Salomon 
Smith  Barney  said  Philip  Mor- 
ris was  the  most  likely  buyer, 
but  antitrust  restrictions  could 
force  it  to  sell  RJR’s 
European  Union  assets  to 
BAT,  Gallaher.  Seita  or 
Tabacaiera. 

RJR  is  thought  to  be  eager 
to  announce  a deal  by  March 


12,  the  date  by  when  proxies 
for  its  May  12  annual  meeting 
must  be  filed. 

Carl  Icahn,  the  corporate 
raider  who  holds  7.7  per  cent 
or  RJR's  stock,  is  expected  to 
make  a further  attempt  to 
force  a break-up  of  the  group's 
food  and  tobacco  operations  at 
the  meeting  by  proposing 
boardroom  changes. 

Operating  income  from  RJR 
International  fell  from  $759m 
to  $488m  in  1998  as  the  busi- 
ness took  a sharp  knock  from 
the  Russian  crisis  In  the  third 
quarter  and  Aslan  volumes 
dropped. 

Merrill  Lynch  expects  profits 
Of  $565m  in  1999. 


NEW  PURCHASE  IN  REMOTE  ACCESS  FIELD  AIMED  AT  PLUGGING  GAP  FOLLOWING  XYLAN  DEAL 


French  telecoms  group  to 
reveal  second  acquisition 


By  David  Owen  in  Paris  and  Roger 
Taylor  In  San  Francisco 

Alcatel,  the  French 
telecommunications  equip- 
ment company,  expects  within 
days  to  reveal  a second  big 
acquisition  following  its  $2bn 
agreement  yesterday  to  buy 
Xylan  Corporation,  a Californ- 
ia-based data  switching  spe- 
cialist 

Both  deals  are  aimed  at 
strengthening  Alcatel's  posi- 
tion in  the  fast-growing  data 
networking  market 

Serge  Tchuruk,  Alcatel's 
chairman,  indicated  an  immi- 
nent second  acquisition  would 
be  in  the  field  of  remote 
access,  which  the  company 
portrays  as  tbe  only  substan- 
tial data  networking  market 
segment  that  the  Xylan  deal 
will  not  bolster.  However,  he 
declined  to  give  details. 

Mr  Tchuruk  described  yes- 
terday's deal  as  a “major  step" 
in  the  company’s  strategy  of 


becoming  “a  key  worldwide 
player  in  the  internet  field". 

Steve  Kim,  president  of 
Xylan,  said  the  “synergies 
from  mmhining  [our]  technol- 
ogy with  Alcatel’s  resources 
will  provide  a dramatic  boost 
to  Xylan's  future  success". 

The  market  applauded  the 
news.  Alcatel's  shares,  which 
last  September  lost  close  to  40 
per  cent  of  their  value  in  a 
single  day  following  an  unex- 
pected profit  warning,  rose  5.34 
per  cent  to  €101.5. 

Douglas  Smith,  technology 
analyst  with  Salomon  Smith 
Barney  in  London,  said  the 
deal  would  “fill  up  some  of  the 
holes"  in  the  data  networking 
area  of  the  French  company’s 
product  portfolio". 

It  is  a deal  that  they  have 
needed  to  do  because  they  are 
under  a threat  from  the  three 
large  North  American  compa- 
nies - Lucent,  Cisco  and 
NorteL 

“The  337  a share  price  - a 


premium  of  37  per  cent  over 
Xylan's  closing  price  on  Mon- 
day of  336$  - was  “probably 
fair  considering  they  are  buy- 
ing a company  with  strong 
topline  growth,  good  margins 
and  a product  portfolio  syner- 
gistic with  their  own". 

With  Alcatel's  balance  sheet 
strong  and  its  share  price  still 
at  a relatively  low  ebb  follow- 
ing last  September’s  debacle,  it 
is  no  surprise  that  the  acquisi- 
tion will  be  made  via  a cash 
tender  offer  - in  contrast  to 
the  all-paper  transactions  that 
are  helping  to  drive  rapid  con- 
solidation of  the  industry. 

The  offer  will  begin  on 
March  8 and  is  scheduled  to 
expire  20  business  days  later. 
Completion,  expected  in  early 
April,  is  subject  to  90  per  cent 
of  shares  being  tendered.  The 
boards  of  directors  of  both 
companies  have  unanimously 
approved  tbe  deal 

Trying  to  catch  up.  Page  18 


Major  stop:  Alcatel  chairman  Serge  Tchuruk 


Deutsche  Bank  plans  branch  network  in  France 


By  George  Graham, 

Banking  Editor 

Deutsche  Bank  yesterday 
changed  tack  in  its  efforts  to 
create  a pan-European  bank 
when  it  announced  plans  to 
build  its  own  branch  network 
in  France. 

The  bank  said  it  had  asked 
the  French  supervisory  author- 
ities for  clearance  to  set  up  a 
network  targeting  affluent 
households  with  asset  manage- 
ment and  savings  products.  It 


aims  to  combine  a small  net- 
work of  branches  with  modem 
connections  such  as  telephone 
and  Internet  banking. 

Tbe  move  fills  the  biggest 
hole  in  Deutsche  Bank’s  Euro- 
pean network  and,  coming 
shortly  after  the  launch  of  the 
euro,  marks  a new  phase  in 
the  development  of  a European 
financial  services  market 

Although  cross-border 
branches  are  nothing  new  In 
the  corporate  banking  market, 
few  banks  have  built  retail 


branch  networks  outside  their 
home  country. 

Deutsche  Bank,  the  biggest 
German  private  sector  bank, 
now  has  subsidiaries  in  Italy. 
Spain  and  Belgium.  But  it  has 
until  now  been  frustrated  In 
its  efforts  to  buy  its  way  into 
the  French  market. 

Rolf  Breuer,  Deutsche 
Bank's  chairman,  said  last 
year  his  chances  of  a French 
acquisition  had  been  ham- 
pered by  the  takeover  of  AGF, 
the  French  insurance  group, 


by  Allianz,  the  German 
insurer.  He  concluded  that  the 
French  government's  resist- 
ance on  “reciprocity"  meant 
Deutsche  Bank  would  not  be 
allowed  to  make  a French  pur- 
chase until  a French  institu- 
tion bad  succeeded  in  an 
acquisition  in  Germany. 

Analysts  estimated  that  a 10 
branch  network,  the  expected 
size,  could  cost  around  €50m 
(355.50ml  in  investment  costs 
and  start-up  losses,  a relatively 
modest  bet  for  Deutsche  Bank. 


Claire  Gouzouli.  a financial 
services  specialist  at  First  Con- 
sulting. said  the  introduction 
of  tbe  euro  made  it  much 
easier  for  Deutsche  Bank  to 
offer  asset  management  ser- 
vices in  France. 

“They  can  make  a better 
argument  to  French  customers 
now  than  they  could  four 
years  ago.  But  the  key  driver 
is  that  profitability  in  Ger- 
many is  wafer-thin  and  any- 
thing else  in  Europe  Is  going 
to  look  more  attractive." 


Bacardi 
may  look 
at  IPO  to 
finance 
purchases 

By  John  Wfflman  In  Paris 


Bacardi-Martlni,  the  private 
company  which  is  the  world's 
fourth  largest  spirits  group, 
could  consider  a public  share 
offering  In  the  next  few  years 
to  finance  acquisitions  of  pre- 
mium brands  to  complement 
its  existing  range. 

The  Bermuda-based  group, 
which  makes  the  white  rum 
that  is  the  world's  best-selling 
spirit,  paid  £1.15bn  (J1.8bn) 
last  year  to  buy  Dewar’s 
scotch  whisky  and  Bombay  gin 
from  Diageo,  leaving  it 
with  net  debt  of  over 
52b  n. 

Bacardi  believes  there  will 
be  more  opportunities  to 
acquire  leading  brands  in  the 
next  few  years  and  wants  to 
add  a vodka  and  a tequila  to 
its  portfolio.  It  was  willing  to 
turn  to  the  stockmarkets  for 
capital.  Chip  Reid,  chief  execu- 
tive, said  yesterday. 

“There  are  a lot  of  opportu- 
nities now  In  tbe  industry  that 
can  solidify  the  company's 
strength  in  the  years  to  come." 
he  said.  “To  exploit  those,  it 
would  be  necessary  to  partner 
with  tbe  public.” 

He  said  there  were  no  plans 
for  an  immediate  stock  market 
issue,  but  it  was  a possibility 
in  the  medium  term,  if  there 
were  no  other  financing 
options. 

Bacardi's  board  has  accepted 
that  an  offering  could  be  nec- 
essary. Possible  targets  would 
include  Finlandia,  the  Scandi- 
navian vodka,  and  Jose 
Cuervo,  the  tequila  distributed 
in  the  US  by  Diageo. 

An  IPO,  which  would 
Involve  less  than  half  the  com- 
pany’s equity,  could  give  the 
group  a market  value  of  $6bn, 
according  to  one  analyst  Net 
earnings  in  the  year  to  March 
31.  1998  were  $22Qm,  while  the 
two  brands  bought  from 
Diageo  made  operating  profits 
of  £95m  a year. 

Founded  in  Cuba  in  1862  by 
Don  Facundo  Bacardi,  the 
company  first  attracted  inter- 
national attention  during  pro- 
hibition In  the  US,  as  tourists 
made  the  90-mile  crossing  to 
tbe  Caribbean  island  for 
Bacardi  and  Coca-Cola.  It  relo- 
cated to  Bermuda  in  1960. 

In  1992  it  paid  S2bn  to  buy 
Martini  & Rossi,  the  Italian 
company  that  makes  ver- 
mouth. 
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BARRY  RILEY 


An  American  invasion 


A select  group  of  London 
investment  bosses  yesterday 
took  time  off  from  inspecting 
the  shortfalls  in  their 
Investment  returns  to  debate 
the  threat  of  an  American 
stranglehold  on  London's  fund 
management  industry. 

Headhunters  Russell 
Reynolds  Associates  sponsored 
a breakfast  debate  on  the 
motion:  This  house  believes 
that  market  farces  favour  US 
firms  over  their  European 
counterparts  for  dominance  of 
the  UK  investment  scene. 

Recent  US  acquisitions  of 
UK  bouses  ranging  from 
Mercury  Asset  Management  to 
Newton,  together  with  rapid 
expansion  into  the  UK  pension 
fund  market  by  the  likes  of 
Ji\  Morgan  and  Capital 
Research,  have  highlighted  the 
issue. 

At  the  same  time,  London's 
once  powerful  position  in 
ERISA  global  equity  mandates 
(world  ex-US  equity  mandates 
tor  US  pension  plans)  has  been 
seriously  eroded. 

London  has  long  enjoyed  the 
advantages  of  a strong 
equity-based  culture  and  an 
international  outlook  but  has 
never  managed  to  build 
genuinely  global  investment 
firms. 

Historically,  London's  main 
International  strengths  have 
been  in  the  Far  East  and  the 
emerging  markets,  but  these 
areas  have  become  liabilities 
in  the  past  two  years. 

London-based  managers  are 
working  hard  to  build 
expertise  in  continental 
Europe,  but  they  have 
disastrously  misjudged 


the  US  equity  market 

The  Americans,  meanwhile, 
are  on  tbe  crest  of  a wave. 
Wall  Street  represents  around 
52  per  cent  of  global  equity 
CHpitntiKatinn,  giving  them  a 
tremendous  natural 
advantage. 

But  would  US  dominance 
outlast  a Wall  Street  crash? 

The  motion  of  the  debate 
was  proposed  by  Alan 
MacFarlane  of  the 
independently  owned  Global 
Asset  Management  It  was 
opposed  by  Nicola  Harlick  of 
SG  Asset  Management,  the 
recent  London  startup  backed 
by  the  French  bank  Soctete 
G6n6rale.  The  chairman  was 
Alistair  Ross  Goobey,  chief 
executive  of  Hermes  Pension 

Management 

I have  agreed  not  to 
attribute  the  remarks  made  by 
the  main  speakers  or  the 
contributors  from  the  floor, 
but  lean  report  the  main 
themes,  which  were  generally 
defeatist 

The  Americana,  it  was  felt, 
were  setting  the  agenda:  they 
had  established  the  processes 
and  terminology  common  in 
the  Industry,  and  the 
chartered  financial  analyst 
(CFA)  qualification  was 
becoming  the  global  standard. 

Another  theme  was:  "Blame 
the  clients.**  It  was  said  that 
UK  pension  schemes,  run  by 
company  secretaries  and 
amateur  trustees,  lacked 
sophistication, 

US  plans,  by  contrast,  are 
typically  managed  by 
investment  professionals  who 
have  diversified  their  external 
managers  more  shrewdly. 


British  schemes,  however, 
were  said  to  have  naively 
chased  short-term  performance 
and  concentrated  their  bets  on 
a handful  of  balanced 
managers,  almost  all  of  which 
are  now  In  crisis  (though 
surely  these  managers  were 
not  forced  to  accept  so  much 
business  if  they  could  not 
handle  it). 

There  was  trepidation  about 
a general  switch  from 
final-salary  pension  schemes 
to  defined-contributlon 
structures,  where  the 
Americans  have  greater 
experience. 

Stuffy  London  institutions 
would  need  to  develop  popular 
brand  images  to  succeed  in 
this  kind  of  business. 

The  main  counter  view  was 
that  the  Americans  would  not 
prove  any  more  successful  in 
invading  the  European  culture 
than  they  had  in  the  past. 
Moreover,  a huge  switch  in 
continental  Europe  from 
pay-as-you-go  to  funded 
pensions,  a shift  eagerly 
anticipated  by  the  Americans, 
might  take  an  awfully  long 
time. 

Nobody  seemed  ready  to 
predict,  though,  that  Wall 
Street  would  soon  crash  and 
take  most  of  tile  aggressive  US 
investment  groups  down  with 
it 

The  motion  was  canted 
overwhelmingly,  by  20  votes, 
with  only  one  against. 

One  speaker  considered, 
however,  that  the  American 
threat  was  relatively  small 
compared  with  that  of  the 
home-grown  index-trackers 
massing  at  the  gates. 


THs  Bimoui  iceman  ac  sears  H a master  of  record  turfy. 
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Baan  loses  $315m  after  write-off 


LVMH 
outlines 
gains  for 
Gucci 

By  Saraer  Jsfcandar 
and  David  Omen  In  Paris 

Gucci,  the  Italian  fashion 
house,  has  a lot  to  gain  and 
little  to  lose  from  a closer 
alliance  with  LVMH,  its 
French  rival  and  largest 
investor  with  a 34.4  per  cent 
stake,  a senior  LVMH  execu- 
tive claimed  yesterday. 

Gucci  could  improve  its 
commercial  and  financial 
performances  substantially, 
by  exploiting  synergies  and 
learning  from  LVMH,  said 
Yves  Carcelle,  chairman  of 
Louis  Vuitton,  LVMH’s  flag- 
ship leather  goods  arm. 

His  comments  are  part  of 
efforts  by  the  French  group 
to  gather  support  for  its  pro- 
posal to  appoint  a director  to 
Gucci's  board.  Gucci  is 
strongly  opposed  to  the  pro- 
posal, citing  potential  con- 
flicts of  Interest.  Gucci 
shareholders  are  to  vote  on 
the  appointment  at  an 
extraordinary  general  meet- 
ing on  March  28. 

The  rival  groups  are  also 
involved  in  legal  proceedings 
due  to  start  in  Amsterdam 
today.  LVMH  is  asking  the 
court  to  cancel  the  voting 
rights  of  new  shares  issued 
10  days  ago  by  Gucci  to  a 
newly-created  employee 
share  option  plan.  The  share 
issue  weakens  LVMH’s  vot- 
ing rights. 

Louis  Vuitton  claims  its 
operating  margins  are 
roughly  double  Gucci's  24 
per  cent.  “We  have  built  an 
operation  which  is  a bench- 
mark for  the  industry,’’  Mr 
Carcelle  said.  “Any  company 
associated  with  us  can 
benefit  from  the  efforts  we 
have  made  over  the  past 
decade." 

He  also  said  that  by  join- 
ing forces,  LVMH  and  Gucci  , 
could  Improve  their  bargain- 
ing power  when  purchasing 
raw  materials,  achieve 
savings  from  using  the  same 
agencies  to  buy  advertising 
space;  exploit  economies  of 
scale  in  distribution;  and 
reduce  administrative  costs 
by  merging  some  of  their 
back-office  operations. 

The  two  groups  could  also 
learn  from  each  other.  Guc- 
ci's quality  control  could  be 
improved  by  transposing 
Louis  Vuitton’s  highly  inte- 
grated production  process. 
The  French  company  could 
also  benefit  from  Gucci's  lon- 
ger experience  in  the  shoe 
business,  as  we'll  as  its  suc- 
cessful diversification  into 
watches. 


By  Gordon  Cramb  in  Hufeen 


Baan  Company,  the  Dutch 
producer  of  business  soft- 
ware, expects  a “difficult 
year"  after  sliding  into  a 
1998  loss  of  $315J2m- 

The  results,  released  yes- 
terday, compare  with  net 
profits  of  $77. 2m  the  year 
before,  and  was  worse  than 
the  company  had  forecast  as 
recently  as  January.  It 
reflects  the  write-off  In  a 
restructuring  programme  of 
$45m  more  than  planned. 

Shares  in  Baan  slipped  6.5 
per  cent  to  dose  in  Amster- 
dam at  €7.85,  matching  the 
low  point  they  reached  last 
October,  when  the  company 


As  John  Chambers,  chair- 
man and  chief  executive 
of  Cisco,  the  US-baaed 
networking  equipment 
leader,  is  fond  of  saying. 
The  internet  changes  every- 
thing." 

That  growing  realisation 
has  sent  shudders  through 
the  boardrooms  of  the  tradi- 
tional telecommunications 
network  operators  and  their 
equipment  suppliers  and  it 
has  led  to  a series  of  multi- 
billion dollar  strategic  acqui- 
sitions that  are  reshaping 
the  networking  equipment 
industry. 

Nortel  paid  $7bn  for  Bay 
Networks  in  August  last 
year,  Lucent  last  month 
bought  Ascend  for  $19_3bn. 
GEC  spent  $2.lbn  on  Reltec 
earlier  this  week  and  yester- 
day Alcatel  of  France  made  a 
$2bn  all-cash  offer  for  Xylan. 

This  scramble  by  the 
traditional  telecoms 
equipment  manufacturers  to 
purchase  often  “upstart" 
data  networking  companies 
reflects  the  seismic  impact 
that  the  growth  of  the 
internet  and  telecoms  traffic 
based  on  Internet  protocol 
has  had  on  a historically 
conservative  and  slow 
moving  sector. 

The  seeds  of  this  revolu- 
tion were  sown  years  ago 
when  the  technologies  of  the 
computer  industry  began  to 
diverge  from  those  adopted 
by  the  much  older  telecoms 
industry. 

However,  it  is  only  since 
the  commercialisation  of  the 
internet  in  the  mid-1990s  and 
the  adoption  of  IP  as  the  de 
facto  data  networking  stan- 
dard for  both  Internal  and 
external  data  communica- 


warned that  dozens  of  sub- 
stantial orders  had  Tailed  to 
materialise.  It  blamed  the 
setback  in  part  on  world  eco- 
nomic slowdown  but  largely 
on  the  millennium  date 
problem  affecting  comput- 
ers. 

Yesterday  Tom  Tinsley, 
chairman,  said  it  would 
remain  adversely  affected  in 
1999  “as  companies  focus  on 
being  Y2k-ready  rather  than 
buying  software". 

Baan  ranks  second  to  Ger- 
many's SAP  in  the  market 
for  enterprise  resource  plan- 
ning (ERF)  software,  which 
allows  industry  to  manage 
its  supply  chain. 

And  Mr  Tinsley  - who 


SnxKcanpanr 

tions,  that  the  issue  has 
come  to  the  fore. 

Traditional  circuit- 
switched  voice  networks  are 
built  around  computer-style 
devices  that  establish  an- 
end-to-end  link  between  cal- 
ler and  recipient  These  are 
very  reliable,  but  inefficient 
in  their  use  of  bandwidth,  or 
capacity. 

In  contrast,  IP-based  net- 
works use  packet-switching 
technology  - which  divides 
data  up  into  small  parcels  or 
packets  for  transmission  - a 
much  more  efficient  way  to 
transmit  information. 

Traditional  telephone  net- 
work operators  and  their 
suppliers  have  invested  huge 
sums  in  building  the  vast 
circuit-switched  networks 


took  over  last  year  from  Jan 
Baan,  the  founder 
acknowledged  that  another 
factor  was  at  play  in  the 
ERP  sector.  Customers  were 
simply  placing  smaller  Ini- 
tial orders.  He  expected 
these  to  be  added  to  later. 
Baying-  -ft  changes  the  char- 
acter of  the  market;  it  does 
not  change  the  attractions  of 
the  market” 

Last  year  Baan  had  a 
“record  number  of  licensing 
deals  in  the  third  and  fourth 
quarters,  but  worth  only  half 
the  amount  of  money”  as  in 
the  same  period  of  1997,  be 
added. 

The  lower  value  per  trans- 
action also  reflected  Baan's 


that  span  the  globe. 

But  in  recent  years  they 
have  watched  as  IP-based 
traffic  has  caught  up  with, 
and  in  the  case  of  the  US 
and  now  Britain,  overtaken 
con  vent  tonal  voice  traffic. 
While  traditional  voice  t raf- 
fle grows  by  3-5  per  cent  a 
year.  IP-based  traffic  has 
been  growing  at  500  per  cent' 
a year. 

In  the  process,  a new  gener- 
ation of  fast-growing  tele- 
coms companies  such  as 
WorldCom  and  Qwest  have 
emerged,  backed  by  data  net- 
working equipment  suppli- 
ers such  as  Cisco,  3Com  and 
Ascend.  Meanwhile,  the  pri- 
vatisation and  liberalisation 
of  the  telecoms  market  has 


push  into  what  it  calls  the 
mid-market  of  companies 
with  annual  turnover  of  up 
to  $350m. 

Klaas  Wagenaar,  chief 
financial  officer,  said  perfor- 
mance in  the  first  two 
mouths  of  this  year  was  “in 
line  with  what  happened  in 
the  fourth  quarter”.  After 
write-offs,  those  three 
months  ended  in  a $294. 7m 
loss,  against  earnings  the 
time  before  of  $29. lm. 

AI though  Baan  said  it  saw 
no  renewed  round  of  job 
cuts,  the  positive  effect 
would  be  felt  only  from  the 
second  half.  Analysts  expect 
a 1999  result  around 
break-even. 


pressure. 

For  the  traditional  tele- 
coms equipment  suppliers 
such  as  Nortel.  Ericsson, 
Lucent,  Alcatel  and  Siemens 
this  has  posed  a challenge 
for  several  reasons. 

Telecoms  equipment  sup- 
pliers lacked  the  technical 
expertise  to  build  DP-based 
equipment,  and  this  has 
mainly  driven  their  recent 
spending  spree.  But  histori- 
cally they  have  also  lacked 
the  marketing  drive  and 
competitive  sales  instincts  of 
their  smaller  data  network- 
ing rivals. 

In  particular,  they  have 
been  used  to  operating  in  the 
relatively  staid  environment 
of  the  telecoms  Industry, 


While  third-party  licence 
revenues  more  than  halved 
in  October-December  to 
$4&9m  from  $101 .5m,  income 
from  maintenance  and  ser- 
vice operations  grew  42  per 
cent  to  $105 .5m.  The  group 
expects  to  derive  an  increas- 
ing share  of  its  sales  from 
contracts  to  service  products 
already  installed. 

Following  complaints  by 
Institutions  about  a lack  of 
transparency,  the  supervi- 
sory board  is  being  strength- 
ened. At  its  head  will  be 
Pierre  Everaert,  previously  a 
director  of  Philips,  the  elec- 
tronics group. 

See  Observer 


where  engineering  standards 
are  set  by  bureaucratic  inter- 
national bodies,  sales  cycles 
are  measured  in  years  rather 
than  months,  and  their  main 
customers  until  recently 
were  mostly  state-owned 
monopolies. 

' These  deficiencies  have 
clearly  been  recognised  by 
the  new  generation  of  senior 
executives  running  many  of 
the  traditional  telecoms 
equipment  suppliers.  They 
believe  that  the  acquisition 
of  new  companies  such  as 
Bay  Networks.  Ascend  and 
Xyjan  will  not  only  provide 
them  with  the  technology 
they  need  to  compete  in  the 
new  internet  world,  but  also 
an  infusion  of  competitive 
corporate  culture. 

Thus,  although  Alcatel's 
bid  for  Xylan  was  seen  as 
relatively  highly-priced,  it 
was  also  welcomed  by  ana- 
lysts yesterday  because  it 
extends  considerably 
Alcatel’s  product  range  and 
gives  U Improved  access  to 
the  important  US  market. 

In  the  wake  of  the  Alcatel 
deal,  analysts  expect  more 
announcements  - both  Swe- 
den's Ericsson  and  Siemens 
of  Germany  are  being 
watched  closely. 

"This  deal  shows  that  con- 
vergence is  finally  happen- 
ing, at  least  from  the  sup- 
plier side,"  said  Colin 
Corrill,  an  analyst  with  Rom-  , 
tec.  Tlie  thing  that  focuses 
all  the  traditional  voice  com- 
panies Is  the  internet." 

Given  the  pace  of  change, 
other  industry  marriages  are 
likely.  Rather  like  a game  of 
musical  chairs,  no-one  wants 
to  be  left  without  a seat 
when  the  music  stops. 


Telecoms  traditionalists  try  to  catch  up  with  the  net 

The  conservative  sector  is  being  transformed  by  the  success  of  internet  protocol-based  traffic,  writes  Paul  Taylor 

Marriage  of  convenience 
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added  further  competitive 


PAY  TELEVISION 


BSkyB  merger  talks  hit 
trouble  over  control 

Tensions  between  Canal  Plus  and  British  Sky  

Broadcasting,  the  two  European  pay  television  companies 
thai  are  negotiating  a merger,  emerged  yesterday  as  Canal 
Plus  said  that  it  was  seeking  dear  management  control 
Pierre  Lescure,  chairman  and  chief  executive  of  Canal 
Plus,  told  the  French  newspaper  Liberation  that  manage- 
ment of  the  proposed  merged  group  was  “obviously  the 
tough  point  and  is  not  negotiable.  We  wlH  have  the  leader- 
ship, or  there  will  be  no  accord." 

The  companies  have  discussed  having  joint  chief  execu- 
tives. but  BSkyB  would  prefer  Mark  Booth,  its  chief  execu- 
tive, to  take  the  same  role  in  a merger,  with  Mr  Lescure 
becoming  executive  diairman.  Mr  Lescure  said  a merger  - 
could  gain  European  regulatory  approval,  although  many 
analysts  are  sceptical  He  said  he  expected  the  European 
Commission  to  insist  that  other  pay  television  operators 
had  access  to  programmes.  John  Gapper 


PHARMACEUTICALS 


Drug  ruling  hurts  Ares-Serono 

Shares  of  Swiss  biotech  company  Ares-Serono  plunged 
yesterday  after  the  US  Food  and  Drug  Administration 
delayed  approval  for  its  potentially  blockbuster  drug  Ftebif. 
which  treats  multiple  sderosis.  The  FDA  upheld  “orphai" 
drug  protection  for  two  rival  products  and  asked  Ares- 
Serono  for  more  Information  about  dinical  trials  for  Ftebif. 
Ares-Serono  shares  tumbled  13.6  per  cent  before  recover- 
ing sfightly.  So-called  orphan  drugs  for  rare  diseases  get 
seven  years  of  exclusive  US  marketing  rights  to  encourage 
companies  to  invest  In  developing  medicines  to  treat  such 
ailments,  it  Is  unusual  for  two  drugs  to  enjoy  orphan  status 
at  the  same  time.  Ares-Serono  shares  closed  at  SFr2,190, 
down  SFr265,  or  10.8  per  cent,  but  off  a low  of  SFr2,120. 
Reuters,  Zurich 


SHARE  DEALING 


Tradepoint  in  Switzerland 

Tradepoint,  the  UK  exchange  that  is  a low-cost  rival  to  the 
UK  stock  exchange,  is  expanding  Into  Switzerland,  the 
company  said.  The  Swiss  Federal  Banking  Commission 
has  authorised  the  Tradepoint  Stock  Exchange  to  be  used 
by  institutional  investors  and  broker  dealers  in  Switzerland 
to  trade  UK  equities.  The  three-year-old  Tradepoint  has  88 
members  and  a very  low-cost  trading  system.  However,  it 
is  still  not  big  enough  to  attract  most  investors  and  - 
accounts  for  lees  than  1 per  cent  of  UK  equity  trading  vol- 
ume. To  broaden  its  appeal  it  has  been  expanding  its  ser- 
vices to  banks  and  investors  outside  the  UK,  which  are 
interested  in  trading  in  UK  equities.  Nic  Stuchfield,  Trade- 
point  chief  executive,  described  the  Swiss  permission  as 
“another  significant  step”  in  broadening  Tradepoint's  mar- 
ket reach.  WflHam  Hafl,  Zurich 


STEEL  INDUSTRY 


Usinor  in  talks  with  Ispat 

French  steel  company  Usinor  said  yesterday  it  had  signed 
a memorandum  of  understanding  to  negotiate  exclusively 
with  Ispat  International  with  a view  to  sell  UnimetaJ,  T re- 
tie urope  and  SMR  and  their  related  units.  The  French  com- 
pany said  last  year  it  was  putting  a large  part  of  its  speci- 
ality steels  division  up  for  sale  to  focus  on  its  flat  carbon 
steel  and  stainless  activities.  Usinor  said  both  parties 
intend  to  dose  the  deal  before  May  31 . subject  to  comple- 
tion of  final  due  diligence  and  other  regulatory  approvals. 
David  Owen,  Paris  and  agencies 
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NOTICE 


OF  ANNUAL  GENERAL  MEETING 

MARCH,  31,  1999 

« CONVENTION  CENTER 
. NEW  YORK  HOTEL 
: DISNEYLAND  ® PARIS 


For  further  information: 
(resolutions,  registration,  etc) 
Internet : 

hrtp:// www.disne  viand  paris.com 
(rubric  'corporate11) 

Tel  33  (0)1  64  74  56  30 


NOTICE  OF  EARLY  REDEMPTION  X 

To  the  Holders  of 
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Sidanco  restructuring 
move  suffers  setback 


Credit  Suisse  to  offer 
rivals’  funds  on  the  net 


By  Andrew  Jack  hi  Moscow 

BP  Amoco  and  a consortium 
of  western  bankers  were  yes- 
terday strongly  rebuffed  in 
their  efforts  to  restructure 
the  insolvent  Russian  oil 
group  Sidanco,  when  a 
Moscow  court  overturned 
their  choice  of  adminis- 
trator. 

The  bankruptcy  court 
refused  to  endorse  the 
appointment  of  a partner 
from  Arthur  Andersen,  the 
accountancy  firm,  to  help 
salvage  Sidanco.  even 
though  the  nominatioa  was 
endorsed  by  the  overwhelm- 
ing majority  of  the  group's 
creditors. 

The  move  represents  a 
powerful  new  blow  to  minor- 
ity shareholders,  foreign 
investors  and  creditors  in 
Russian  companies  that  are 
struggling  to  obtain  a fair 
deal  under  the  provisions  of 
the  country's  recently  intro- 
duced bankruptcy  code. 


Howard  Chase,  representa- 
tive of  BP  Amoco  in  Moscow 
which  owns  10  per  cent  of 
Sidanco.  said:  “This  is  not  a 
good  day  for  foreign  inves- 
tors in  Russia.  The  extent  of 
the  disregard  for  the  inter- 
ests of  creditors  is  quite 
breathtaking." 

He  indicated  that  the  deci- 
sion also  did  not  respect  the 
“spirit"  of  discussions  on  the 
topic  held  at  the  Davos  sum- 
mit in  January  between  Yev- 
geny Primakov,  the  Russian 
prime  minister,  and  John 
Browne,  head  of  BP  Amoco. 

The  holding  company  of 
Sidanco,  which  owes  credi- 
tors an  estimated  $470m,  was 
formally  driven  into  bank- 
ruptcy in  January  by  a peti- 
tion from  Beta-Eko.  an 
obscure  creditor  that  is 
widely  believed  to  be 
linked  to  Interros,  the  group 
in  which  Vladimir  Potanin, 
the  powerful  business  oli- 
garch, is  a leading  share- 
holder. 


The  Russian  government, 
which  is  claiming  $20m  in 
taxes  from  Sidanco  subsid- 
iaries. opposed  the  bank- 
ruptcy. but  BP  Amoco  and 
the  vast  majority  of  creditors 
supported  it 

They  resolved  at  a meeting 
last  month  to  replace  Sergei 
Kitin,  an  insolvency  practi- 
tioner appointed  at  Lhe 
recommendation  of  Mr 
Potanin,  with  Sergei  Sereda, 
head  of  corporate  restructur- 
ing at  Arthur  Andersen. 

However.  Mr  Chase  said 
that  Mr  Kitin  had  success- 
fully petitioned  the  court 
yesterday  to  have  himself 
reappointed,  arguing  that 
the  meeting  at  which  he  was 
removed  had  not  respected 
the  time  to  register  all  credi- 
tors - even  though  Mr  Kitin 
had  run  the  meeting. 

The  court  will  meet  again 
on  May  18.  but  Mr  Chase 
said  he  and  other  creditors 
were  likely  to  appeal  against 
the  ruling. 


B y WHfiam  Hafl  in  Zurich 

Credit  Suisse,  Switzerland's 
second  biggest  bank,  yester- 
day broke  ranks  with  rival 
Institutions  and  announced 
plans  to  sell  more  than  500 
of  its  competitors'  invest- 
ment funds  via  the  internet. 

Credit  Suisse  Private 
Banking  has  launched  Fund 
Lab,  a comprehensive  invest- 
ment database  which  will 
offer  customers  the  chance 
to  measure  the  performance 
of  various  funds  via  interac- 
tive software  on  the  internet. 

Users  will  be  able  to  call 
up  information  on  products 
offered  by  a wide  range  of 
fund  management  compa- 
nies. They  will  be  able  to 
measure  the  performance  of 
Credit  Suisse's  own  funds 
against  those  of  rival  fund 
management  companies. 

Switzerland  is  the  world's 
biggest  offshore  private 
banking  centre  and  in  the 
past  Swiss  banks  have 


grown  rich  by  selling  their 
own  funds  to  their  captive 
private  banking  clients. 

Credit  Suisse,  for  example, 
has  more  than  100  funds  of 
its  own.  However,  informa- 
tion on  these  will  now  be 
offered  to  Credit  Suisse  cli- 
ents in  exactly  the  same  way 
as  information  on  more  than 
500  other  investment  funds. 

Credit  Suisse's  decision 
will  put  pressure  on  UBS, 
the  world's  biggest  private 
bank,  to  follow  suit. 

Credit  Suisse  said  yester- 
day it  bad  offered  to  list 
UBS’s  funds  but  the  latter 
had  declined.  Nevertheless, 
the  move  is  a clear  sign  that 
competition  in  private  bank- 
ing, far  and  away  tbe  mast 
profitable  business  for  Swiss 
banks,  is  increasing  rapidly. 

In  the  past  the  prime 
motive  of  many  customers 
leaving  their  money  in  Swiss 
banks  was  preservation  of 
capital.  However,  there  is 
increasing  pressure  on  Swiss 


banks  to  provide  investment 
funds  which  match  the  per- 
formance of  competing  prod- 
ucts from  other  European 
fund  managers. 

Credit  Suisse  said  that  Its 
new  service  would  result  in 
“unprecedented  transpar- 
ency" which  would  benefit 
both  investors  and  the  fund 
market  as  a whole. 

Oswald  Grubel.  chief  exec- 
utive of  Credit  Suisse  Pri- 
vate Banking,  said  that  pro- 
vided Credit  Suisse  sold 
more  funds  as  a result  of  the 
initiative  he  did  not  see  it 
damaging  the  profitability  of 
Credit  Suisse's  own  fund 
management  business. 

Mr  Grubel  said  that  Credit 
Suisse  had  introduced  the 
new  service  because  an 
increasing  number  of  clients 
were  requesting  this  kind  of 
information,  and  because 
web  technology  has  opened 
up  new  opportunities  which 
could  not  be  exploited  by 
conventional  means. 


Asia  crisis  takes  toll  on  German  companies 


Latest  available  quarterly  data  from  the  Federal  Statistics  Office  indicate  a slump  in  sales  to  Russia  and  Japan 


Aggregate  data  for  DAX100  manufacturing  companies* 
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By  Tony  Baber  in  Frankfurt 


At  last,  the  pain  is  being  felt 
in  the  middleweight  com- 
panies that  are  the  mainstay 
of  Europe's  largest  economy. 

Yesterday,  Lhe  German 
stock  market  had  to  absorb 
more  bad  news  after  SGL 
Carbon,  the  world's  leading 
carbon  and  graphite  prod- 
ucts group-  said  it  would 
not  pay  a 1998  dividend, 
partly  because  or  restruc- 
turing costs  and  the 
impact  of  the  Asian  eco- 
nomic crisis. 

Although  SGL  Carbon's 
net  loss  of  DM234m  (fl35rn, 
S148mj  last  year  was  caused 
partly  by  legal  costs  In  a US 
antitrust  case,  the  group's 
results  reflected  a broader 
trend  among  German  compa- 
nies of  lower  sales  and  poor 
earnings  prospects  related  to 
the  slowdown  in  export  mar- 


kets and  higher  casts  at 
home. 

According  to  the  Federal 
Statistics  Office  in  Wies- 
baden. German  exports  fell 
last  December  to  DM75.6bn, 
from  DM82.5bn  in  November. 
Exports  to  the  US  and  the 
European  Union  have  held 
up.  but  from  July  to  Septem- 
ber 1998.  the  latest  quarterly 
figures  available,  sales  to 
Japan  slumped  by  12  per 
cent  and  Russian  sales  were 
down  by  26.6  per  cent. 

Russia  accounts  for  less 
than  2 per  cent  of  German 
exports,  but  its  virtual  finan- 
cial collapse  in  August  had  a 
severe  impact  on  some  com- 
panies, partly  because  it 
forced  them  to  turn  to  other 
markets  and  lower  their 
prices. 

For  example,  Tarkett- 
Sommer.  Europe's  largest 
manufacturer  of  resilient 
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vinyl  and  laminated  wood 
flooring,  reported  a 2 per 
cent  drop  In  1998  sales  to 
DM237bn  and  a fall  in  prof- 
its to  between  DMltJSm  and 
DM170m,  against  DM  177m  In 
1007. 

SGL  Carbon  blamed  an  8.8 
per  cent  fall  in  its  pro  forma 
operating  results  last  year 
ITom  DM376m  to  DM 343m  on 
“the  negative  impact  of  the 
Aslan  crisis  and  tbe  strong 
decline  of  electric  steel  pro- 


duction during  the  fourth 
quarter".  Company  analysts 
Identified  weak  demand 
from  the  semiconductor 
Industry  as  a particular 
problem. 

One  of  Europe's  largest 
construction  groups.  Hoch- 
tief. was  unhappy  about 
trends  abroad.  A 15  per  cent 
Tall  in  foreign  orders  to 
DMS.lbn,  attributed  by 
Hochtief  to  the  troubles  in 
Asia,  Brazil  and  Russia,  took 


the  edgu  off  an  8.7  per  cent 
increase  in  domestic  orders 
to  DM7.25bn. 

Thyssen.  the  industrial 
group,  suffered  a 10  per  cent 
drop  in  its  share  price  on 
Monday  after  it  disclosed 
that  incoming  orders  had 
fallen  by  19  per  cent  and 
sales  by  10  per  ceat  In 
the  filial  Four  months  of 
1998. 

The  euro's  weakness 

against  the  dollar  this  year 


could  stimulate  German 
exports,  but  this  will  not 
necessarily  translate  into 
higher  profits. 

indeed,  many  analysts  pre- 
dict that  earnings  in  the  tig) 
100  listed  German  companies 
will  fall,  partly  because  of 
the  substantial  rise  In  real 
wages  that  trade  unions 
have  extracted  from  employ- 
ers in  the  past  two  weeks. 

Adrian  Phillips,  an  analyst 
at  Dresdner  Klein  wort  Ben- 
son in  London,  expects  that 
operating  profits  at  quoted 
German  industrial  com- 
panies will  drop  21  per  cent 
this  year,  after  a 21  per  cent 
rise  in  1998.  This  implies  a 
4 per  cent  drop  on  1997 
levels. 

"We  should  not  be  lulled 
into  a false  sense  of  security 
by  the  flattening  out  of  the 
downtrend  in  economic 
growth  forecasts,"  he  says. 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


jAgA^EBEtAMBS  STORES  SEEK  HELP  AS  RECESSION  CONTINUES  TO  BITE 

Daiei  asks  JDB  for  Y30bn  loan 


By  feoko  Nakamae  in  Tokyo 

Daiei.  Japan's  largest 
supermarket  operator,  has 
asked  the  Japan  Develop- 
ment Bank  for  Y30bn 
($25L2mj  in  loans  by  the  end 
of  March,  it  emerged  yester- 
day. 

Nagasakiya.  an  apparel 
chain  store,  also  announced 
that  it  planned  to  ask  the 
JDB  for  several  billion  yen 
in  loans  to  meet  corporate 
bond  redemptions.  And 
Seibn,  a department  store 
that  is  part  of  the  Seiyu 
group,  said  yesterday  that  it 


Wasw  “consulting  with  the 
JDB"  on  a loan  for  an  undis- 
closed amount 
The  announcements  high- 
light  the  extent  to  which 
Japanese  retailers  have  been 
hit  by  the  worst  recession  in 
Japan's  post-war  history. 

Daiei  has  been  particularly 
hurt,  as  it  has  to  bear  the 
effects  of  its  over-extension 
during  the  bubble  era.  With 
liabilities  of  about  Y2.600bn. 
the  company  is  understood 
to  be  finding  it  increasingly 
difficult  to  borrow  horn  its 
main  banks,  and  has  been 
forced  to  approach  the  JDB 


- often  considered  a de  facto 
lender  of  last  resort  for  ail- 
ing Japanese  companies. 

Daiei  said  the  JDB  loan 
would  not  be  used  to  meet 
corporate  bond  redemptions, 
but  would  be  used  for  capital 
investments.  It  has  some 
V2.5bn  of  redemptions  due  in 
August  and  a further  Y30bn 
next  February,  but  “these 
have  more  or  less  been  taken 
care  or.  said  the  company. 

Yesterday.  it  also 
announced  it  would  be  rais- 
ing a further  Y12.8bn 
through  a private  offering.  It 
will  be  issuing  a “convertible 


Sony  updates  console 


Japanese  group  pins  its  hopes  and  future 
computer  games  on  a new  powerful  chip 


By  Paul  Abrahams  m Tokyo 

Sony,  tbe  Japanese  elec- 
tronics group,  yesterday 
unveiled  its  second- 
generation  PlayStation 
games  console,  based  on  a 
new  high-powered,  special 
purpose  central  processor 
developed  and  manufactured 
by  Toshiba. 

Sony  believes  the  new  128- 
bit  chip  will  prolong  tbe  life 
of  dedicated  games  consoles. 
Many  industry  experts  had 
foreseen  their  gradual 
demise  as  general  purpose 
chip  processors,  such  as 
Intel's  Pentium  series, 
became  more  powerful.  But 
the  new  Toshiba  chip  means 
that  the  quality  oE  images  on 
PlayStation  win  continue  to 
be  considerably  higher  than 
those  possible  on  general 
purpose  marhintm 

Nobuyuki  Idei.  Sony  presi- 
dent. said  PlayStation  II 


would  become  one  of  the 
most  important  pillars  for 
Sony  and  “a  major  challenge 
to  tbe  dominance  of  Intel- 
Microsoft  on  the  computing 
industry". 

Ken  Kutaragi,  chief  operat- 
ing officer  of  Sony  Computer 
Entertainment,  said  the 
PlayStation  n had  a perfor- 
mance close  to  super-com- 
puters used  for  scientific 
research.  Called  the  “emo- 
tion engine”  because  of  its 
ability  to  render  images  so 
well,  it  would  be  three  times 
as  powerful  as  the  Pentium 
HI  and  15  times  more  power- 
ful than  the  Pentium  IL 

The  new  console  would  be 
launched  in  Japan  late  this 
year  and  in  Europe  and  tbe 
US  during  the  second  half  of 
nest  year.  Mr  Kutaragi  said 
the  exact  timing  would 
depend  on  the  development 
of  tbe  games  software  by 
third  party  suppliers. 


Daiwa  I ASX  exceeds 


expects 

deeper 

losses 


Daiwa  Bank  .said  ynsterday 

it  expected  larger  losses  for' 
the  year- -to  Math  than  it 
had  previously  forecast,  cit- 
ing accelerated  writeoffs  of 
problem  loans,  AP-DJ 
reports  from  Tokyo. 

The  Japanese  commercial 
bank  said  it  would  write  off 
a total  of  Y363bn  (S3.04bn)  in 
problem  loans  during  the  fis- 
cal year.  It  had  previously 
said  it  would  write  off 
Y270.5bn. 

The  increase  comes  after 
the  government  imposed 
stricter  reserve  require- 
ments against  problem  loans 
at  banks  and  tightened 
its  monitoring  of  their 
balance  sheets  earlier  this 
year. 

Daiwa  will  also  apply  for 
Y408bn  in  public  funds 
under  a government 
recapitalisation  scheme. 

It  plans  to  issue  preferred 
shares  in  exchange  for  the 
funds. 

The  bank  has  already 
announced  plans  to  raise 
Y5&2bn  of  new  shares  in  a 
third  party  allocation  on  i 
March  12. 

The  bank  said  the  new 
fund  injections  would  bring 
its  capital  adequacy  ratio  to  j 
about  13  per  cent,  compared 
with  10.38  per  cent  in 
September. 

Daiwa  now  expects  a 
group  net  loss  of  YlSObn  for 
the  year,  compared  with  a 
previous  forecast  loss  of 
Y92bn. 

It  also  expects  a parent 
pre-tax  loss  of  Y263bn  and  a 
net  loss  of  YlSObn.  compared 
with  a previous  forecast 
pre-tax  loss  of  Yl80bn  and  a 
net  loss  of  Y90bn. 

Daiwa  said  it  would 
implement  a programme  of 
restructuring.  It  said  it 
would  reduce  the  number  of 
directors  to  15  by  March 
2003.  from  an  expected  26 
this  March. 

It  will  cut  staff  to  6.300  by 
March  2003,  compared  with 
an  expected  7,640  this  March. 

The  bank  also  intends  to 
reduce  tbe  number  of 
domestic  branches  to  150  by 
March  2003.  compared  with 
an  expected  170  this  March. 

Daiwa  has  already 
announced  plans  to 
withdraw  completely  from 
overseas  operations. 

it  plans  to  sell  its  head 
office  building  in  Osaka  for 
several  tens  of  billion  yen  in 

a sale-and-leaseback  to 
accelerate  the  write-off  of 
. bacT  loans,  bank  sources 
said. 

It  follows  a similar  deal  by 
Rank  of  Tokyo-Mitsubishi 

last  week. 

The  building  will  be  sola 
to  a Daiwa  Bank  group 
company  or  an  affiliate  of  its 
close  business  partners,  but 
a final  decision  has  not  yet 
been  made. 


profit  forecast 


By  Gwen  Robinson  in  Sydney 

The  Australian  Stock 
Exchange,  the  world's  first 
stock  market  to  demutualise 
And  list  on  its  own  boards, 
said  yesterday  that  record 
trading  levels  and  the  mar- 
ket’s strength  in  the  second 
half  of  1998  helped  nearly 
double  interim  net  profit 
from  the  prospectus  forecast. 

Net  profit  in  the  six 
months  to  December  reached 
A$23.4m  (USSlASm).  includ- 
ing an  extraordinary  gain  of 
A$7m  related  to  future 
income  tax  benefits. 

The  result  the  first  since 
ASX  listed  last  October, 
highlighted  tbe  company’s 
status  as  tbe  strongest  per- 
forming stock  on  its  own 
boards  and  the  buoyancy  of 
the  Australian  market 

ASX  sbares  have  soared 
nearly  220  per  cent  since  the 
company  launched  on  the 
stock  market  at  AS4.10. 
against  an  increase  of  just  17 
per  cent  in  the  exchange's 
benchmark  All  Ordinaries 
index.  Yesterday.  ASX 
shares  rose  7 cents  to 
A$13a0. 

The  gain  also  reflected  the 
windfall  profit  for  tbe 
exchange’s  original  606  mem- 
bers. who  were  each  issued 
166.000  shares  ahead  of  tbe 
compliance  listing. 

Richard  Humphry.  ASX 
managing  director,  said  if 
current  levels  of  market 


activity  continued.  ASX 
would  report  an  even  higher 
second-half  profit  to  sharply 
exceed  prospectus  forecasts 
of  A$17.8m  net  operating 
profit  for  the  year  to  June. 

Trading  volumes  on  the 
exchange  - Asia's  second 
largest  after  Tokyo  - were  19 
per  cent  above  prospectus 
forecasts  in  the  period. 

Analysts  said  the  result 
was  in  line  with  expecta- 
tions. but  that  the  full -year 
result  would  depend  on  fac- 
tors including  domestic  eco- 
nomic conditions  and  the 
outcome  of  the  exchange's 
expansion  plans. 

ASX  executives  are  in 
talks  with  the  Sydney 
Futures  Exchange  (SFE) 
about  a proposed  merger 
between  the  two.  Mr  Hum- 
phry said  the  outcome  would 
depend  on  regulatory 
approvals  and  the  support  of 
SFE  members,  but  SFE 
members  could  be  voting  on 
the  proposal  by  June. 

ASX  would  also  start 
“more  detailed  discussions" 
this  month  with  the  US- 
based  Nasdaq  exchange, 
which  operates  the  high- 
technology  stock  index.  Nas- 
daq and  ASX  were  consider- 
ing active  co-operation, 
including  proposals  to  access 
each  other's  screens, 
enabling  companies  the  ben- 
efit of  international  exposure 
without  the  need  to  list  else- 
where. 


Shin  Corp  cuts 
loss  to  Btl.09bn 


By  WHTtam  Barnes  hi  Bangkok 


Shin  Corporation,  formerly 
Shinawatra  Computer,  said 
it  trimmed  its  losses  in  1998 
to  Btl.09bn  (829.2m),  com- 
pared with  Bt5.64bn  the  year 
before. 

Analysts  said  yesterday's 
result  confirmed  their  view 
that  prospects  for  the  ongo- 
ing restructuring  looked 
good. 

“This  is  a no-pam,  no-gain 
scenario,"  said  Andy  Chan 
at  ING  Barings. 

The  company  probably 
took  a heavy  hit  in  the  last 
quarter  of  about  Bt4bn  to 
cover  the  obligations  of 
struggling  overseas  affili- 
ates, analysts  said. 

Shinawatra  International, 
with  its  low-performing 
interests  in  Cambodia,  Laos 
and  the  Philippines,  is  up  for 
sale.  A stake  in  local  cable 
TV  operator  UBC  was  sold 
earlier  this  year. 

Shin  said  the  stronger 
baht  had  reduced  its  debt 
servicing  costs  and  provided 
foreign  exchange  gains  of 
Bt3l7m.  Some  Btl.Bbn  was 
lost  on  the  foreign  exchange 
side  In  1997.  the  year  the 
baht  was  floated. 


The  cellphone  associate. 
Advanced  Information  Ser- 
vices. earlier  posted  a 17.5 
per  cent  increase  in  1998 
profits  to  Bt2.96bn. 

Shin's  stake  in  the  mobile 
operator  is  being  reduced  to 
40  per  cent  at  a time  when 
the  economic  slowdown  has 
cut  sharply  into  its  business. 

AIS  did  not  pay  a dividend 
despite  an  Bt8bn  injection 
from  the  active  new  partner, 
Singapore  Telecom. 

Costs  are  down  but  so  is 
cashflow. 

Nevertheless  analysts 
reckon  It  may  beat  its 
arch-rival  Total  Access  Com- 
munications in  a current 
promotions  battle. 

TAC  earlier  reported  a 
Bt9.032bn  profit  for  1998, 
after  a Btl9.73bn  loss  the 
year  before.  The  company 
has  cash  flow  problems  but 
is  paying  its  debt  and  is 
expected  to  be  a benefldaiy 
of  impending  telecommuni- 
cations reform. 

TAC’s  parent  UCOM  - not 
currently  generating  cash 
flow  - was  recently  forced  to 
give  creditors  42  per  cent  of 
its  equity,  after  debenture 
conversions,  leaving  it  with 
debts  of  about  3450m. 


bond"  with  an  option  to  con- 
vert into  shares  in  Lawson,  a 
convenience  store  operator, 
after  it  is  listed  next 
autumn. 

These  bonds  are  "basically 
an  advanced  listing  of  Law- 

son."  said  Masabiro  Mat- 
suofca.  retail  analyst  at  War- 
burg Dillon  Read  in  Tokyo. 
But  be  added  tbese  bonds 
were  likely  to  attract  buyers, 
since  Lawson’s  core  retail 
division  was  quite  healthy. 

“It  depends  whether  or  not 
they  decide  to  strip  out  Law- 
son’s (Daiei-related)  bad 
debt.“  be  said.  “Without  it. 


Lawson's  market  capitalisa- 
tion could  be  as  much  as 
Yl.OOflbn  - but  otherwise, 
my  estimate  is  that  it  would 
be  closer  to  YSOQbn." 

Daiei,  whose  long-time 
president.  Isao  Nakauchi, 
resigned  earlier  in  tbe  year, 
has  been  struggling.  The 
company  has  started  to 
implement  a financial 
restructuring  programme 
that  includes  cutting  its 
interest-bearing  debt  by 
Yj.ooobn  over  the  next  five 
years.  It  is  also  trying  to  sell 
some  assets,  including  its 
shopping  complex  in  Hawaii. 


A successful  launch  of  the 
PlayStation  U is  critical  for 
the  continued  success  of 
Sony.  HSBC  Securities,  the 
investment  bank,  estimates 
the  games  operations  will 
generate  10  per  cent  or 
Sony's  sales  in  the  year  to 
March,  and  22.5  per  cent  of 
operating  profits.  However, 
tbe  company  must  now  man- 
age the  migration  from  one 
generation  of  machines  to 
another,  without  a collapse 
in  sales  of  tbe  old  model 
before  tbe  new  one  is  ready 
to  launch. 

The  biggest  danger  for  the 
company  is  if  the  hardware 
or  software  is  not  ready  for 
tbe  Christmas  market  Sony 
will  need  to  co-ordinate 
ramping  up  production  of 
the  new  chip,  which  Mr 
Kutaragi  admitted  yesterday 
was  still  a prototype. 

Sega,  a big  rival,  botched 
the  launch  of  its  competitor 
128-bit  Dream  cast  machine 
last  December  because  of 
production  problems. 

Sony  invested  about  Y20bn 


Norio  Ohga,  chairman  of  Sony,  unveils  the  new  PlayStation  Reuters 

on  the  Toshiba  chip  and  an  machine  and  software  devel- 
in-bouse  graphic  chip.  The  opment  tools  was  about 
budget  for  developing  the  8500m.  Sony  said. 


Hongkong 
Telecom 
to  expand 
IT  role 

By  Louise  Lucas  fai  Hong  Kong 

Hongkong  Telecom,  the 
territory's  dominant  carrier, 
has  paid  TS157.25m 
lUS$4.8m)  for  an  85  per  cent 
stake  in  F1C  Network  Ser- 
vice, a Taiwanese  internet 
service  provider,  and 
announced  plans  to  pursue 
.similar  acquisitions  to  build 
its  Ugh  technology  portfolio. 

The  company,  which  is 
facing  severe  competition  on 
its  former  monopoly  tele- 
coms businesses,  is  seeking 
to  carve  a niche  for  Itself 
and  Hong  Kong  to  develop 
tbe  territory  Into  an  internet 
hub. 

The  Hong  Kong  govern- 
ment has  also  declared  such 
ambitions,  and  is  one  of 
Hongkong  Telecom’s  biggest 
shareholders  after  Cable  and 
Wireless  of  the  UK. 

Hongkong  Telecom  said  it 
would  extend  its  broadband 
network  coverage  to  at  least 
SO  per  cent  of  the  territory's 
households  by  next  year, 
and  would  invest  a further 
HK$500m  fUS$64.5m)  in  its 
broadband  network  this 
year. 

The  push  towards  an  inter-  | 
net  and  IT  development  is 
being  made  by  a number  of 
Hong  Kong's  neighbours, 
including  Singapore.  i 

Linus  Cheung,  chief  execu- 
tive of  Hongkong  Telecom, 
said:  “In  this  new  era. 
whether  Hong  Kong  can 
maintain  its  competitive 
edge  as  an  international 
metropolis  and  become  the 
region's  first  revitalised  city 
depends  very  much  on  Hong 
Kong’s  determination  to  ride 
on  this  new  tide  of  internet 
and  e-commerce." 


NEWS  DIGEST 


PAPER  MAKING 

Oji  Paper  warns  on  profit 
after  prices  collapse 

Oji  Paper,  Japan's  largest  paper  maker,  yesterday  issued  a 
profits  warning  and  forecast  its  first  net  loss  at  the  parent 
level  in  post-war  history.  It  lowered  projected  consolidated 
sales  from  Y1,280bn  to  Y1,240bn  ($10.4bn)  and  reduced 
estimated  pre-tax  profit  excluding  exceptional  from 
Y17bn  to  Y20Qm.  The  group  also  said  It  would  post  a net 
toss  of  Y9.6bn  rattier  than  a net  profit  of  Y2bn  as  previ- 
ously forecast  At  the  parent  level,  Oji  Paper  revised  down 
netincome  from  Y8bn  to  a loss  of  Y32bn. 

The  company  attributed  the  losses  to  tough  business 
conditions  including  a collapse  in  demand  and  prices,  and 
appraisal  losses  on  shareholdings.  Oji  Paper  also  suffered 
from  tosses  at  Howe  Sound  Pulp  and  Paper,  its  Canadian 
joint  venture,  and  Kanzaki  USA,  its  US  subsidiary.  The 
company  announced  a restructuring  plan  to  cut  2,000  jobs 
from  the  current  26,169  over  three  years.  The  stock  closed 
down  Y8  to  Y570.  Alexandra  Nusbaum,  Tokyo 

AUSTRALIAN  CONGLOMERATE 

Southcorp  boosted  by  red  wine 

Southcorp,  the  Australian  wine,  packaging  and  appliance 
group,  said  increased  production  of  premium  red  wine 
from  a high-volume  1996  vintage  would  solve  shortages 
and  boost  sales  and  earnings  in  the  year  to  June.  The 
company  said  net  profit  before  extraordinary  items  in  the 
six  months  to  December  rose  14  per  cent  to  A$80m 
(US$49. 5m).  helped  by  a 6.6  per  cent  increase  In  sales  to 
AS1.4bn. 

However,  the  company  took  a net  extraordinary  charge 
of  A$47.9m  on  restructuring  and  consolidation  of  its  water 
heater  and  packaging  units,  as  well  as  a net  abnormal  loss 
of  A$85.6m  on  the  proposed  sale  of  its  white  goods  busi- 
ness to  Email,  an  Australian  appliance  maker.  The 
shake-up  was  welcomed  by  analysts  who  forecast  a 
strong  second-naif  profit  including  annual  profit  growth  of 
more  than  20  per  cent  from  wine  sales. 

Graeme  Kraehe,  chief  executive,  said  Southcorp  was 
meeting  only  about  a third  of  demand  for  its  top  red  wines 
and  was  In  the  second  year  of  a A$145m  investment  pro- 
gramme. which  would  double  Its  premium  red  wine  volume 
over  five  years.  Sales  and  earnings  for  the  packaging 
group  in  the  second  half  would  improve  on  seasonal 
demand  in  the  food  and  beverage  markets.  There  were 
also  signs  that  Asian  markets  were  slowly  Improving,  he 
said.  However,  Asian  demand  for  packaging  was  still  weak 
and  Southcorp  was  repositioning  the  division  towards 
plastics.  Gwen  Robinson,  Sydney 


This  announcement  appears  as  a matter  of  record  only 


European 

Investment 

Bank 


The  European  Investment  Bank  is  pleased 
to  announce  the  Arrangers,  Primary  Dealers  and  Dealers  of 

EURO  AREA  REFERENCE  NOTE 
ISSUANCE  FACILITY 
(EARNS™) 


Arrangers: 


f 


ABN -AMRO 


Paribas 


Primary  Dealers: 


ABN  AMRO 


DEUTSCHE  BANK 
HSBC  MARKETS 
NOMURA  INTERNATIONAL 
SANTANDER  INVESTMENT 


BANCA  DTNTERMEDIAZIONE 
MOBILIARE IMI 

GOLDMAN  SACHS  INTERNATIONAL 
MERRILL  LYNCH  INTERNATIONAL 
PARIBAS 

WARBURG  DILLON  READ 


Dealers: 


BANCA  COMMERCIALS  ITALIAN  A 
BANCO  BILBAO  VIZCAYA,  S.A. 

BARCLAYS  CAPITAL 

CAIXA  GERAL  DE  DEPOSITOS 

COMMERZBANK  AKTENGESELLSCHAFT 

CREDIT  SUISSE  FIRST  BOSTON 

GENERALE  DE  BANQUE 

J.P.  MORGAN  SECURITIES  LTD. 

MERITA-NORDBANKEN  GROUP 

SALOMON  SMITH  BARNEY  INTERNATIONAL 


BANCA  NAZIONALE  DEL  LAVORO 
BANQUE  NAHONALE  DE  PARIS 
CABOTO-GRUPPO INTESA 
CDC  MARCHES 
CREDIT  AGRICOLE  INDOSUEZ 
DRESDNER  KLEUMWORT  BENSON 
ING  BARINGS 

. LEHMAN  BROTHERS  INTERNATIONAL  (EUROPE) 
MORGAN  STANLEY  DEAN  WITTER 
TOKYO-MITSUBISHI  INTERNATIONAL  PLC 


WESTDEUTSCHE  LANDESBANK  GIROZENTRALE 


March  1999 
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AUTOMOTIVE  INDUSTRY  ACTING  HEAD  SAYS  SPLIT  IS  JUST  ONE  0PTI0N_BEING  CONSIDERED 

TRW  chief  denies  sell-off  has  been  planned 


By  Ifikld  Taft  hi  Detroit 


Jim  Remick,  acting  head  of 
tkw's  automotive  division, 
said  yesterday  that  he  had 
no  knowledge  of  any  plans 
by  the  Cleveland-based  com- 
pany to  sell  off  its  automo- 
tive division,  which  is  cur- 
rently being  expanded  by  the 
purchase  of  the  UK's  Lucas- 
Varity.  The  deal  makes  TRW 
the  second-largest  indepen- 
dent auto-parts  supplier, 
with  annual  sales  of  around 
flSbn. 


Hr  Remick,  speaking  at 
the  Society  of  Automotive 
Engineers'  conference  in 
Detroit,  conceded  that  the 
notion  of  splitting  the  group 
into  separate  entities  based 
around  the  automotive  and 
space/defence  interests  had 
not  been  abandoned,  but 
downplayed  any  early 
action.  The  idea  was  first 
mooted  last  year,  before  the 
LucasVarity  deal  surfaced. 

“It's  a consideration 
among  a number  of  consider- 
ations. " said  Mr  Remick, 


“but  there  are  no  immediate 
plans.” 

Mr  Remick  also  suggested 
that  any  disposal  of  Lucas- 
Varity assets  would  be  some 
months  away.  He  said  no 
decision  had  been  taken  yet, 
and  that  it  would  probably 
take  three  to  six  months  to 
review  the  business  once  the 
transaction  was  finalised. 
The  LucasVarity  deal  is 
expected  to  close  early  in  the 
second  quarter. 

The  TRW  executive's  com- 
ments came  as  the  company 


announced  that  it  was  set- 
ting up  a new  modular  man- 
ufacturing facility  in  Toledo, 
Ohio,  to  supply  the  city's 
DalmlerChrysler  Jeep  plant 
Modular  assembly  - where 
the  main  supplier  co- 
ordinates assembly  of  major 
systems  or  parts  of  the 
vehicle,  leaving  the  car  or 
truckmaker  with  the  simpli- 
fied task  of  bolting  together 
the  final  parts  - is  a growing 
trend  In  the  automotive 
industry,  and  is  designed  to 
Improve  manufacturing  effi- 


ciency. TRW  already  oper- 
ates a number  of  modular 
facilities  supplying  original 
equipment  manufacturers  in 
the  UK  and  Mexico. 

Some  questions  have  been 
raised  about  the  extent  to 
which  modular  assembly 
rflminiwhgw  the  OEM's  con- 
trol over  the  production  pro- 
cess, but  Mr  Remick  said 
yesterday  he  saw  few  barri- 
ers to  the  approach. 

Under  the  Jeep  agreement 
the  new  facility  will  supply 
chassis  and  suspension  mod- 


ules, while  TRW  will  also  co- 
ordinate steering  system 
responsibility.  Its  new  plant 
will  be  10  miles  away  from 
the  DaimlerChiysler  assem- 
bly facility  and  some  TRW 
employees  will  actually  be 
based  within  Daimler- 
Chrysler  operations. 

TRW  expects  to  move  into 
its  new  plant  early  next 
year.  DalmlerChrysler  has 
already  said  it  will  produce 
Jeep  sports  utility  vehicles, 
for  worldwide  sale,  from 
Toledo,  beginning  in  200L 


Handheld  satellite 

Analysts  warn  Iridium  may  breach  banking 
covenants,  writes  Christopher  Price 


The  handheld  mobile  sat- 
ellite telecommunica- 
tions sector  fell  to  earth 
with  a crash  this  week  with 
the  news  that  Iridium  may 
breach  its  banking  cove- 
nants just  four  months  after 
launch. 

The  Nasdaq-listed  com- 
pany blamed  disappointing 
revenues  on  technical  prob- 
lems and  marketing  difficul- 
ties with  the  service,  the 
first  to  enable  users  to  make 
or  receive  calls  from  any- 
where in  the  world  using  a 
standard-size  cellular  phone. 

Concerns  over  Iridium's 
poor  start  - and  the  possibil- 
ity of  rescheduling  its  debt  - 
hit  the  company's  shares 
and  those  of  rival  operators, 
Globalstar  and  ICO  Global 
Communications,  which  are 
due  to  launch  services  over 
the  next  18  months. 

The  questions  now  weigh- 
ing on  investors  and  ana- 
lysts are  whether  Iridium, 
which  spent  $5bn  on  its  sys- 
tem, can  recover  and 
whether  its  problems  are 
fundamental  to  the  sector. 
After  disclosing  the  com- 


pany's difficulties.  Ed 
Staiano,  Iridium's  deputy 
chairman,  said  shipments 
were  delayed  by  software 
glitches  in  the  $3,000  Iridium 
phones  being  manufacture d 
by  Kyocera,  the  Japanese 
telecoms  group.  Although 
these  bad  been  resolved,  it 
left  Motorola,  the  US  elec- 
tronics group  and  Iridium’s 
largest  shareholder,  to  shoul- 
der the  supply  burden. 

Mr  Staiano  believed  lack- 
lustre support  horn  Iridium's 
service  partners  contributed 
to  the  disappointing  start 

The  Iridium  business 
model  is  to  sign  up  terrestial 
cellular  operators  in  various 
countries.  They  then  use  the 
Iridium  system  for  routing 
calls  outside  their  network, 
especially  those  not  covered 
by  another  terrestial  net- 
work. 

However,  Mr  Staiano  said 
some  of  Iridium's  300  service 
partners  had  been  lukewarm 
towards  the  service.  He  said 
some  did  not  understand  the 
concept  while  others  failed 
to  undertake  sufficient  mar- 
keting. 


sector  prepares  for  a crash 


Mr  Staiano  refused  to  com- 
ment on  the  number  of  Iri- 
dum  subscribers. 

Analysts  put  the  figure  at 
around  13,000.  about  half  the 
figure  Iridium  was  forecast- 
ing it  would  have  by  the  end 
of  the  first  quarter  and 
winch  it  needs  to  hit  in  order 
to  stay  within  its  covenant 
agreement.  Analysts  believe 
the  group  will  be  well  short 
of  its  estimated  $30m  reve- 
nue by  the  end  of  March. 

Mr  Staiano  is  far  from 
downbeat  He  acknowledges 
that  the  company  Is  six  to 
nine  months  behind  its  tar- 
gets. but  he  believes  there  is 


huge  pent-up  demand  for  the 
Iridium  service. 

Iridium’s  senior  manage- 
ment has  been  reorganised 
and  will  target  operators 
that  need  additional  market- 
ing support 

One  service  partner,  which 
refused  to  be  named,  said 
yesterday:  “Iridium  has  not 
got  its  act  together.  The  sys- 
tem is  not  up  to  our  stan- 
dards fmrl  technically  it  Is 
not  robust  enough.  We  st±H 
have  significant  questions 
over  where  we  go  with  it 
from  here." 

The  concerns  are  being 
raised  at  a crucial  time  for 


the  Industry.  ICO,  for  exam- 
ple, the  UK-based  operator, 
needs  to  find  $i.7bn  of  the 
total  $4.7bn  its  system  will 
cost 

Its  share  price  will  weigh 
heavily  on  investor  confi- 
dence - and  the  likely  valua- 
tion of  any  investment 

Then  there  is  the  issue  of 
the  satellite  lifespan.  Iridi- 
um's 66  low  earth-orbiting 
satellites  have  a lifespan  of 
between  five  and  seven 
years. 

The  Washington-based 
group  is  likely  to  begin 
building,  launching  and 
funding  the  multi-billion  dol- 


landing 

lar  replacements  early  in  the 

new  miTlpnniiim 

John  Coates,  satellite  ana- 
lyst with  Salomon  Smith 
Barney  in  New  York,  still 
rates  the  sector  a “buy”, 
arguing  that  “the  fundamen- 
tal business  case  remains" 
for  the  handheld  satellite 
phone  market.  He  said:  “Irid- 
ium’s delays  are  just 
short-term  problems  that  are 
solvable.” 

However,  he  has  slashed 
his  end  of  year  subscriber 
figures  from  385,000  to  80,000, 
and  pushed  back  the 
break-even  date  for  the 
group  from  the  end  of  this 
year  to  the  middle  of  2000. 

Most  other  analysts  also 
remain  positive  over  the 
long  term,  believing  that  the 
massive  demand  for  mobile 
phones  will  drive  usage  of 
the  satellite  systems. 

They  will  be  hoping  Iridi- 
um’s bankers  take  an 
equally  positive  view.  The 
indications  are  that  they 
will,  particularly  given  Moto- 
rola's backing  for  the  ven- 
ture. But  Iridium  will  be 
under  no  illusion  that  it 
must  start  to  deliver  sub- 
scribers and  revenues  sooner 
rather  than  later. 


AUCTIONEERS 


Sotheby’s  gains  but  fails 
to  overtake  Christie’s 


Sotheby’s,  the  New  York-based  fine  art  auction  house  saw 
total  revenues  rise  from  $381. 8m  to  $447.1  m In  1998.  Net 
income  was  up  from  $48m  to  $54.3m,  but  a non-recurring 
charge  related  to  the  rebuilding  of  its  York  Avenue  head- 
quarters reduced  this  to  $45 m.  . . . • 

But  what  wifl  upset  the  company  in  its  battle  with  arch  . 
rival  Christie's  is  that  it  failed  to  regain  the  position  it  held 
for  40  years  until  1997  as  the  world's  leading  saleroom. 

Christie's,  a private  company  since  its  acquisition  by 
French  retailer  Francois  Pinautt  last  year,  recorded  auction 


lower  than  in  1987. 

Sotheby’s  worldwide  auction  sales  increased  from 
$1.84bn  to  $1.9bn.  All  the  growth  was  concentrated  in  the 
US,  where  sales  rose  by  17  per  cent  to  $1.074bn.  Euro- 
pean sales  fell  by  3 per  cent  to  $803.9m,  and  recession- : 
hit  Asia  registered  a 36  per  cent  fall  to  $61 .4m.  Christie’s 
sales  were  down  9 per  cent  in  the  US  to  $1 ,043m,  but  ki 
Europe  it  boosted  turnover  by  7 per  cent  to  $90 0m. 

Sotheby's  announced  record  contributions  from  its  - 
financial  services  and  retail  estate  operations.  It  has  also 
acquired  a large  estate  to  sell  in  the  middle  of  the  year; 
the  collection  of  the  late  Jock  and  Betsey  Whitney  should 
raise  $80m,  with  two  paintings  by  CAzanne  and  Seurat 
each  estimated  to  fetch  up  to  $35m.  Christie's  snatched 
market  lead  in  1997  because  ft  won  the  Ganz  collection  of 
modern  art  which  it  sold  for  $92. 8m. 

The  biggest  change  to  Sotheby's  operations  for  many 
years  takes  place  in  July  when  ft  holds  its  first  auctions  on 
the  Internet.  It  plans  to  invest  $25m  In  the  initial  develop- 
ment phase  of  the  new  facility  and  has  signed  exclusive 
deals  with  over  2,000  major  dealers,  who  will  supply 
antiques  to  be  sold  on  the  net  at  weekly  auctions.  The  first 
big  auction  is  of  baseball  memorabilia  from  the  collection 
of  Barry  Helper,  expected  to.  raise  more  than  $1 5m. 

Another  new  service  announced  yesterday  was  Sothe- 
by’s Insurance  Brokerage,  linked  to  J.H.  Marsh  & McLen- 
nan, the  largest  insurance  broker  in  the  US.  In  future,  any- 
one insuring  their  art  collection  through  Sotheby's  can  also  - 
Insure  their  homes,  their  yacht,  their  horses,  and  even  their 
life.  Christie's  yesterday  confirmed  it  would  introduce 
online  auctions  later  this  year,  ft  will  also  be  opening  its 
new  American  headquarters  at  the  Rockefeller  Centre  and 
a new  auction  house  in  Paris.  Antony  Thomcroft 


BANKING 


Republic  New  York 

Republic  New  York,  the  US  bank,  plans  to  dose  only  its 
prime  brokerage  and  derivatives  market-making  divisions. 
It  has  no  intention  to  close  its  precious  metals  or  foreign 
exchange  market-making  businesses,  as  may  have  been 
implied  by  an  artide  published  yesterday. 
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Scotiabank  advances  11%  to  C$368m  in  first  quarter 


By  Scott  Morrison  in  Toronto 


More  loans  and  increased 
trading  revenues  enabled 
Canada's  Bank  of  Nova  Sco- 
tia to  report  an  11  per  cent 
rise  in  first-quarter  net 
income,  matching  analysts' 
expectations. 

The  bank  yesterday 
reported  earnings  of  C$368m 
(US$242ra>,  or  69  cents  a 


share,  for  the  quarter  ended 
January  3L  compared  with 
income  of  C$33lm.  or  63 
cents,  during  the  same 
period  last  year. 

Corporate  hanking  contrib- 
uted C$197m  to  Scotiabank’s 
first-quarter  income,  up  from 
C$1 00m  last  year,  while 
domestic  retail  and  commer- 
cial hanking  added  C$161m, 
little  changed  from  last 


time's  C$160m.  Income  from 
investment  banking  rose 
from  C$6Sm  to  C$88m,  while 
international  hanking  made 
C$53zn,  up  from  C$37Ul 
The  batik  said  net  interest 
income  and  other  revenue 
grew  to  a first-quarter  record 
of  C$2bn,  up  18  per  cent  Net 
interest  income,  interest  rev- 
enues less  interest  expenses, 
was  up  at  C$l.l8bn,  a 15  per 


npKmk. 


TO  THE  HOLDERS  OF 

Banco  Central 
de  Costa  Rica 
US$66,611,115  Series  A 
Merest  Bains  Beads 
Bw  Hay  21,2896 
US$76,435,529  Series  B 
Merest  Bates  Beads 
Bee  May  21, 2005 

NOTICE  IS  HEREBY 
GIVEN  that  the  rate  of 
interest  from  February  22, 
1999  through  and  includ- 
ing May  20,  1999  is 
5.56867%  per  annum. 
Interest  coupons  payable 
on  May  21,  1999  will 
amount  to  S124.06  per 
SI 00,000  nominal  face 
amount  on  the  Series  A 
Claims  and  SI 50.69  per 
$100,000  nominal  face 
amount  on  the  Series  B 
Claims. 

U.S.  BankTrust, 
National  Association 

as  Fiscal  Agent 
Dated-  Febnwy  18,  1999 


SG A SOCIETE  GENERALE 
ACCEPTANCE  N.V. 
FRF  500  W0  000  REVERSE 

FLOATING  RATE  NOTES 

DUE  SEPTEMBER  2003 
ISEV  CODE : XS0044791738 
For  the  period  March  01, 1999  to 
June  01, 1999 

the  new  me  has  been  fixed  at 
1 1.103*  PA. 

Next  payment  date : 

June  01.  1999 
Coiqx»  nr : 3) 

Amount : 

FRF  2 837.43  for  the 
denomination  of  FRF  100000 
FRF  28  374  J3  for  the 
denomination  of  FRF  1 000  000 
THE  PStNCIPAI-  PAYTNC  AGBNT 
SOCSETC  GENERALE 
BANK&TKLOTSA. 

U-U,  AVENUE  EMILE  REUTER 
LMV  LUXEMBOURG 


MERCURY 
EUROPEAN 
PRIVATISATION 
TRUST  PLC 
£75,000,000 

Floating  Rate  Notes  due  2004 
For  the  three  months  from  26th 
February  1999  to  27 ih  May  1999 
Inclusive,  the  Notes  will  carry 
an  interest  rate  of  5.71156% 
per  aim  urn. 

The  interest  amount  payable  per 
£100,000  win  be  £1,423.98  on 
28th  May  1999. 

SCENT  BANK. 


BARCLAYS 


SGA  SOCIETE  GENERALE 
ACCEPTANCE  N1V. 

FRF  500  080  000  REVERSE 
FLOATING  RATE  NOTES 
DUE  JUNE  2083 
IS  IN  CODE : XS0M3249860 
For  the  period  Match  01, 1999  to 
June  01, 1999 

the  new  rate  has  been  fixed  at 
I2J53  % P-A- 
Nm  payment  date : 
JuneOI,  1999 
Coupon  nr : 21 
Amount: 

FRF  3 156.83  for  the 
denomination  of  FRP  100000 
FRF  3 1 568.78  Tor  the 
denomination  of  FRF  1 (Xffl  000 
THEPtaNOPALPAYWG  AGENT 
SOCIETE  GENERATE 
BANK&THUrr&A. 

11-13,  A VH4UEEMOX  REUTER 
UaUIXffiBOtRG 


I MORTGAGE  FUNDING 
| CORPORATION  N06  PLC 
— E 134500808 

5 CbuAI  Soar  Mutgqge  Backed 
“ “ : Vaesitoc  Nawaaba  3U5  . 


1 £5500506 

S ChtiB  Mongapc  Backed  Hoang 
= RaeNatn  doe  November  2035 

— In  mb  At  piwiiuii  o s fte 

= Note*,  trace  t,  hereby  gjiea  dm  far 
= the  hlCKSt  penod  26  Febnuy  1999  u 
= 23  May  [999.  *c  Metes  me  will 
= be  SJIUW  far  die  On*  Al  N<*et 
= ad  for  die  Ctas  B Note 

— The  imem  payable  no  the  rclatnt 

— payment  dale  28  May  1999  pa 

— deoootaeioa  will  be  £712  05  and 
s IJJSLSfrreyetihdy. 

= Ageai  Barit 

*pic 


CROATIAN  INSTITUTE  FOR  HEALTH  INSURANCE 
HEADQUARTERS 

10000  ZAGREB,  MARGARETSKA  3 
REPUBLIC  OF  CROATIA 

announces  the  following 

MQBBE3CAIIQBLQE 

INVITATION  FOR  BIDS 

to  .tried  the  most  favourable  bidder  for  delivery  of  goods  and  services  for 
Pilot  Information  System  for  Primary  Health  Care 

In  .trades  I1L  VQ]  and  JX  die  text  of  Invitation  to  bid  published  in  “Vefeniji  list"  and  "Financial  Times"  and 
transmitted  on  Internet  on  January  23.  1999.  changes  are  made  as  Follows: 

DJ-7.  Bank  guarantee  for  bid  security  in  the  amount  of  25.000  USD.  which  has  ns  stay  valid  30  days  after 
expiration  of  bid  validity  date-. 

ITL8.  Bid  validity  is  until  29  July  1999: 

VIII.  The  bids  must  be  delivered  by  31  Alarch  1999,  12:00  kauri,  ia  dosed  aid  sealed  envelope  by  mail  or 
personal  delivery  marked  with  the  name  and  address  of  the  bidder  and  the  following  text:  "BID  FOR 
PILOT  INFORMATION  SYSTEM  FOR  PRIMARY  HEALTH  CARE  - DO  NOT  OPEN!”  on  the 
address:  Croatian  Institute  for  Health  Insurance.  Headquarters,  floor  IL  Room  no.  39,  Margarelska 
3, 10000  Zagreb,  Republic  oT  Croatia. 

The  deadline  for  bid  submission  is  31  March  1999  until  !2r00  boon  regardless  of  the  way  the  bid  is 
delivered. 

Bids  submitted  after  the  staled  deadline  wiD  not  be  evaluated. 

IX.  The  public  bid  opening  will  be  on  3/  March  1999,  at  IZ-'OO  faun,  at  the  following  address:  Croatian 
Institute  for  Health  Insurance.  Headquarters,  floor  II.  Conference  room,  Margarelska  3.  Zagreb.  Republic 
of  Croatia.  The  representative  of  the  bidders  can  be  present  at  the  public  bid  opening  only  upon  the 
presentation  of  the  written  autfrorizarioa. 

CROATIAN  INSTITUTE  FOR  HEALTH  INSURANCE 
ZAGREB.  MARGARETSKA  3.  REPUBLIC  OF  CROATIA 


cent  increase  driven  by 
strong  growth  in  most  lines 
of  business. 

Loans  and  acceptances 
grew  by  15  per  cent  year-on- 
year,  while  residential  mort- 
gages were  up  9 per  cent 

Investment  banking  reve- 
nues in  the  quarter  rose  21 
per  cent,  as  trading  reve- 
nues, particularly  foreign 
exchange  trading,  more  than 


offset  a decline  in  under- 
writing fees.  Investment 
securities  gains  were 
C$1 15  m,  an  increase  of  49  per 
cent  over  the  first  quarter 
last  year. 

Analysts  applauded  Scotia- 
bank’s broadly  based  perfor- 
mance, noting  that  the  cost- 
conscious  bank  was  able  to 
weather  market  instability. 

Scotiabank,  the  most  inter- 


national of  Canada's  banks, 
made  74  per  cent  of  its  earn- 
ings in  Canada  in  the  first 
quarter,  up  from  67  per  cent 
a year  ago. 

“They  are  goad  clean 
results,"  said  one  analyst 

In  his  first  public  state- 
ment since  the  federal 
government  late  last  year 
blocked  four  competitors 
from  consummating  two 


proposed  mergers,  Peter 
Godsoe,  Scotiabank  chair- 
man, said  yesterday  that 
officials  had  made  the  right 
decision. 

But  he  called  on  regulators 
to  introduce  a high  degree  of 
flexibility  into  the  financial 
sector  to  enable  banks  to 
respond  quickly  to  competi- 
tive developments. 


Micron  hit  by  fall  in  PC  sales 


8y  Roger  Taylor 
hi  San  Francisco 


Shares  in  Micron  Electron- 
ics, the  computer  maker, 
dropped  19  per  cent  yester- 
day to  $11%  after  it  warned 
of  slowing  sales  of  personal 
computers.  Micron  is  now 
the  third  PC  manufacturer 
to  have  been  hit  recently  by 
weak  sales. 

Last  week  Compaq,  the 
biggest  computer  manufac- 
turer and  beaded  by  Eck- 
hard  Pfeiffer,  warned  some 
analysts  that  PC  sales,  espe- 
cially to  small  and  medium- 
sized businesses,  were  below 
those  analysts’  forecasts. 
Compaq  shares  have  now 
dropped  to  $33  from  a high  of 
$51%  last  month. 

Last  month  slower-than- 
forecast  revenue  growth 
from  Dell,  another  leading 
PC  manufacturer,  sent  its 
share  price  tumbling  from  a 
high  of  $110  to  $80. 

Any  weakness  in  PC  sales 
will  have  a knock-on  effect 
in  other  parts  of  the  technol- 
ogy industry,  such  as  soft- 
ware and  internet  compa- 
nies, which  rely  on  a 
growing  PC  market  to  drive 
their  own  sales. 

However,  some  industry 
analysts  are  not  yet  con- 
vinced that  there  Is  a slow- 
down in  the  market.  Data- 
quest,  the  research  group,  is 


Eckhard  Pfeiffer,  Compaq  CEO 


sticking  to  its  forecast  of  14 
per  cent  growth  in  the  vol- 
ume of  PC  sales  for  1999. 
David  Stremba  of  Dataquest 
said:  “It  is  a little  early  to  be 
speculating  on  the  health  of 
the  industry.  We  often  see 
changes  month  to  month 
and  1 expect  to  see  a pick-up 
again  in  March  or  April.” 

He  said  any  recent  market 
weakness  could  be  blamed 
partly  on  the  launch  last 
month  of  the  new  Pentium 
111  microprocessor  from 
Intel.  New  Intel  processors. 


which  are  used  In  most  PCs, 
tend  to  cause  a hiatus  in 
computer  sales  while  people 
wait  for  the  new  machines  to 
reach  the  shops. 

Micron  yesterday  listed 
Pentium  in  among  the  fac- 
tors causing  its  problems.  It 
said  it  expected  second- 
quarter  sales  to  be  6-9  per 
cent  below  last  year. 

However,  much  of  the 
growth  in  PC  sales  recently 
has  been  in  the  low-price 
section  of  the  market,  which 
would  be  less  affected 


by  the  new  Intel  chip. 

PC  prices  are  forecast  to 
continue  to  fall  this  year, 
although  they  are  expected 
to  be  more  stable  than  last 
year.  Steven  MI  Ionovich  of 
Merrill  Lynch  said  this  week 
that  he  expected  only  5 per 
cent  sales  growth  in  PCs  this 
year  and  has  downgraded 
his  forecast  on  Compaq. 

Several  factors  could  be 
contributing  to  disrupted  PC 
sales.  The  economic  prob- 
lems that  have  undermined 
demand  from  Asia  are  now 
spreading  to  Latin  America 
with  the  devaluation  of  the 
Brazilian  Real. 

In  the  US,  which  has  been 
driving  sales  growth,  PC 
manufacturers  are  having  to 
cope  with  mare  consumers 
buying  direct  from  the  man- 
ufacturer - a trend  started 
by  companies  such  as  Dell 
and  Gateway. 

Other  manufacturers,  such 
as  Compaq  and  IBM,  are 
now  experimenting  with 
new  distribution  mecha- 
nisms but  this  can  cause 
Inventory  problems. 

Also,  computer  buyers 
have  reacted  to  the  threat  of 
the  millennium  bomb  by 
replacing  old  machines.  This 
has  brought  forward  planned 
purchases  and  boosted  sales 
recently  but  is  expected  to 
be  a drag  on  sales  as  2000 
approaches. 


Minorco  to  sell  Engelhard  stake 


By  Victor  Maiet 
in  Johannesburg 


Minorco.  the  offshore 
resources  arm  of  South 
Africa's  Anglo  American 
conglomerate,  announced 
yesterday  that  it  had  decided 
how  to  sell  its  3L8  per  cent 
stake  in  Engelhard,  the  US 
metals,  catalysts  and  chemi- 
cals group,  for  about  $868m. 

Engelhard  itself  has 
agreed  to  buy  18m  of  Minor- 
ca's 46m  Engelhard  shares, 
while  the  remaining  28m 
will  be  sold  through  an 
underwritten  public  offering. 

Engelhard  will  pay  either 
S1&90  per  share  or  the  price 
received  by  Minorco  in  the 
offering  minus  tbe  under- 
writing spread,  whichever  is 
tbe  loner. 


The  US  company  will  also 
buy  up  to  2m  extra  shares  if 
they  are  available  after  the 
offering,  and  Minorco  will 
pay  Engelhard's  costs. 

Luxembourg-based  Min- 
orco is  being  taken  over  by 
Anglo  American,  which  is 
moving  its  headquarters  and 
primary  stock  exchange  list- 
ing to  London  from  Johan- 
nesburg. 

The  Engelhard  disposal  is 
the  latest  of  several  moves 
to  simplify  the  group's  struc- 
ture in  order  to  attract  inter- 
national investors  ahead  of 
the  formation  of  Anglo 
American  pic. 

In  December,  Anglogold. 
the  Anglo  subsidiary  which 
is  the  world’s  biggest  gold 
mining  company,  bought 
Minorco ’s  gold  interests  In 


North  and  South  America 
for  $550m  in  cash. 

Minorco  also  wants  to  sell 
Terra  Industries,  its  US  fer- 
tiliser and  agribusiness 
group. 

Yesterday  Minorco  said 
negotiations  on  Terra  were 
"stfl]  proceeding". 

The  Engelhard  transac- 
tions are  expected  to  be  com- 
pleted by  mid-April,  while 
AA  pic’s  pre-listing  state- 
ment should  be  issued  by  the 
end  of  that  month. 

Anglo  now  intends  to  list 
in  London  by  tbe  end  of 
May,  two  months  later  than 
originally  planned  because 
of  the  complexity  of  the 
restructuring. 

On  Monday.  Anglo 
announced  it  had  sold  its 
direct  shareholding  in  South 


African  Breweries,  which 
also  moving  to  London,  f 
£34. 9m  through  a placing 
shares  by  SAB.  although 
still  holds  an  indirect  staJ 
through  Bevcon. 

• Anglogold  yesterdi 
revised  down  its  expecti 
gold  production  for  the  Dr 
quarter  of  this  year  to  ! 
tonnes  from  55.  althou' 
lower  costs,  reduced  tax  ai 
the  weaker  rand  would  me: 
financial  results  similar 
those  in  the  previous  qua 
ter. 

It  said  that  the  dama{ 
caused  by  a seismic  evei 
at  Western  Deep  Leve 
in  Novamber  was  worse  tha 
previously  thought,  whi 
the  grade  of  ore  mine 
at  Elandsrand  had  di 
dined. 


Wal-Mart 
expands 
role  in 

Cifra 

By  AntheaMandd-Campbefl 
h Mexico  CSy 


Jerbnimo-  Arango  Ariaz,  the 
chairman  of  Cifra,  Mexico's 
largest  retailing  conglomer- 
ate. stepped  down  this  week, 
signalling  the  end  of  an  era 
for  the  chain  he  founded 
nearly  50  years  ago  and  the 
start  of  a new  leadership 
under  majority  partner.  US 
retailer  Wal-Mart. 

Mr  Arango,  71,  launched 
his  empire  with  Vips, 
Mexico's  most  popular  fast 
food  restaurant  chain,  which 
now  has  more  than  400  out- 
lets. The  unassuming  busi- 
nessman personally  came  up 
with  recipes  for  the  Vips 
menu  and  would  often  sit, 
anonymously,  at  one  of  his 
bars  to  eat 

Mr  Arango  will  now  move 
over  to  the  board  of  Wal- 
Mart,  where  analysts  expect 
he  will  advise  the  world’s 
largest  retailer  on  its  expan- 
sion plans  throughout  Latin 
America  and  possibly 
Europe. 

Wal-Mart  bought  a 55  per 
cent  stake  in  Cifra  for  $2Jbn 
in  1997.  In  an  indication  of 
the  larger  role  to  be  played 
by  Wal-Mart,  three  top-level 
executives  from  its  interna- 
tional division  were 
appointed  to  the  Cifra  board 
as  part  of  an  executive 
reshuffling  announced  on 
Monday. 

Wal-Mart  president  Rob 
Walton,  son  of  the  chain's 
founder  Sam  Walton, 
attended  tbe  board  mating 
in  Mexico  City  in  what  ana- 
lysts see  as  a sign  that  the 
retailing  giant  is  very  seri- 
ous about  Mexico. 

“This  is  a signal  that  the 
future  of  the  company  now 
lies  with  Wal-Mart,"  said 
Francisco  Chevez,  retail  ana- 
lyst with  Salomon  - Smith 
Barney  in  New  York. 

Cesarec  Fernandez,  a 33- 
year  veteran  of  the  conglom- 
erate and  former  head  of 
Suburbia,  Clfra's  chain  of 
clothing  department  stores, 
replaces  Mr  Arango  as  Cifra 
chairman 

The  announcements  co- 
incided with  the  release  of 
Iess-than-spectacular  fourth- 
quarter  results  for  1998. 
Gross  margins  dropped 
slightly  on  weak  sales  due  to 
a slowdown  in  the  group's 
expansion  programme  and  . 
continuing  difficulties  . iii 
merging  the  operations  of 
the  two  separate  retailers, 
said  Cifra. 

More  importantly,  Wal- 
Mart 's  27  Supercenters  have 
underperformed.  Added  to 
losses  on  the  local  peso  cur- 
rency exchange,  net  profits 
for  the  year  fell  34  per  cent 
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Gallaher  hit  by  rise  in  smuggled  cigarettes 


COMMENT 


By  David  BlacfcwdJ  and 
Nicholas  Timmins 


A step  change  upwards  in 
the  number  of  cigarettes 
being  smuggled  into  the 
country  is  reflected  in  the 
first  increase  in  smoking  for 
years,  according  to  Gallaher 
Group,  the  UK's  leading  cig- 
arette maker. 

Peter  Wilson,  chairman 
and  chief  executive,  said  the 
group's  market  research 
showed  that  the  proportion 
of  UK  adults  smoking  rose 
last  year  by  a single  percent- 
age point  to  23.3  per  cent 


While  the  level  of  legitimate 
cigarette  sales  was  continu- 
ing to  fall,  professional 
smugglers  had  taken  the 
proportion  of  bootleg  ciga- 
rettes up  from  3 to  8 per  cent 
of  the  total. 

“It  is  an  intriguing  situa- 
tion - smoking  is  on  the 
increase,  but  the  legitimate 
market  Is  off  8 per  cent." 
said  Mr  Wilson.  Organised 
crime  had  replaced  the  indi- 
vidual making  a bit  of  extra 
pocket  money  through  boot- 
legging. and  the  government 
was  losing  up  to  £1.5bn 
($2.4bn>  In  revenues. 


Action  on  Smoking  and 
Health  conceded  there  might 
have  been  a rise  in  adult 
smoking  “but  that  is  not  due 
to  smuggling  but  to  smoking 
having  suddenly  become 
fashionable  among  the 
young,  in  part  thanks  to 
some  very  sophisticated 
marketing  by  the  likes  of 
Gallaher”. 

The  argument  that  smug- 
gling was  responsible  was  “a 
self  serving  fallacy  aimed  at 
getting  the  chancellor  to  cut 
tobacco  taxes.  It  is  com- 
pletely implausible  that  the 
increase  in  consumption 


from  lower  prices  in  the  ille- 
gal market,  which  is  at  most 
10  per  cent  of  the  total,  can 
have  offset  the  decrease  in 
consumption  caused  by 
higher  prices  in  the  90  per 
cent  of  the  market  which  is 
legal". 

If  the  tobacco  companies' 
wish  for  a £1  cut  lu  the  price 
of  cigarettes  was  granted. 
8,000  extra  deaths  a year 
would  result. 

Mr  Wilson  argued  that 
there  was  no  reason  why  the 
level  of  bootlegging  should 
not  continue  to  rise.  Con- 
sumers offered  brands  such 


as  Benson  & Hedges  at  £2.40 
in  pubs  and  dubs  - com- 
pared with  £3.64  duty  paid  - 
thought  they  were  getting 
something  for  nothing.  But 
cigarette  smuggling  was  not 
a victimless  crime  - the  vic- 
tims were  retailers  and  the 
UK  tax  payer. 

The  Call  in  Gallaher's  total 
sales  last  year  from  £4.42bn 
to  &L26bn  was  exacerbated 
as  the  continued  increases  in 
duty  led  many  smokers  to 
trade  down  from  its  pre- 
mium Benson  & Hedges  and 
Silk  Cut  brands  which  domi- 
nate the  upper  end  of  the 


market.  While  the  group  has 
built  up  its  Mayfair  and  Sov- 
ereign low-price  brands,  its 
total  UK  market  share  again 
slipped  fractionally,  closing 
the  year  at  39  per  cent 
However,  international 
sales  continued  to  rise,  end- 
ing the  year  to  December  31 
at  £237m  excluding  duty, 
representing  a quarter  of 
total  sales  by  value.  The  lat- 
est figure  would  have  been 
£lim  higher  at  constant 
exchange  rates.  Total  pre-tax 
profits  Cell  from  £337 -2m  to 
£318. 6m  mainly  because  of  a 
rise  in  interest  payments. 
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Flowserve 
quits  bid 


By  Michael  Peel 


NU  sets  aside  $1 .2bn 
to  cover  annuities 


Shares  in  the  Weir  Group 
fell  almost  10  per  cent  yes- 
terday. after  Flowserve  - the 
US  maker  of  pumps,  seals 
and  valves  - said  it  had 
aborted  its  attempt  to 
acquire  the  Glasgow-based 
engineer.  Weir  last  month 
rebuffed  Flowserve’s  take- 
over approach. 

The  US  group,  which  made 
an  indicative  bid  of  £600m 
($966m),  said  Weir's  price 
expectations  made  it  impos- 
sible “to  proceed  prudently". 

“It  was  very  clear  that 
Flowserve  could,  not  afford 
to  pay  what  our  sharehold- 
ers considered  a fair  value 
for  the  business,"  Weir  said. 
Its  shares  dropped  22'Ap  to 
242Vip.  giving  the  group  a 
market  capitalisation  of 
£483m. 

Flowserve  is  understood  to 
be  seeking  alternative  acqui- 
sitions to  allow  it  to  partici- 
pate in  the  consolidation  of 
the  engineering  sector. 


By  Christopher  Brown-Humes 


Norwich  Union,  the  life 
assurer,  has  set  aside  £750m 
($121bn>  to  cover  its  expo- 
sure to  guaranteed  annuities 
after  a doubling  of  its 
reserves  last  year. 

It  stressed  yesterday  the 
increase  would  not  affect 
shareholders  as  the  impact 
would  be  absorbed  by  the 
group's  £27.5bn  with-profits 
life  fund. 

Like  other  life  groups. 
Norwich  Union  sold  thou- 
sands of  pension  policies 
offering  guaranteed  annu- 
ities in  the  1960s,  70s,  and 
'80s  when  inflation  and 
annuity  rates  were  much 
higher  than  they  are  today. 

Some  experts  believe  these 
liabilities  will  cost  the  indus- 
try up  to  £10bn,  although  the 
exact  outcome  will  depend 
on  the  trend  in  long-term 
interest  rates  and  how 


policyholders  choose  to  take 
their  pensions  at  retirement. 

The  group  yesterday 
announced  an  11  per  cent 
rise  in  operating  profits  to 
£7l6m  for  1998,  towards  the 
top  of  expectations.  Pre-tax 
profits  were  8 per  cent 
higher  at  £777m.  It  was  the 
group's  first  year  as  a public 
company. 

Richard  Harvey,  chief 
executive,  said  the  group 
had  struck  a “sensible  bal- 
ance between  volume  and 
profit"  in  its  core  UK  life 
business  wbere  operating 
profits  rose  7 per  cent 
to  £4S6m. 

He  acknowledged  new 
business  growth  at  8 per 
cent  had  not  been  “what  I 
would  have  ideally  liked", 
but  said  the  priority  had 
been  defending  margins. 

Analysts  highlighted  a 
strong  performance  by  the 
group's  general  insurance 


business,  which  accounts  for 
18  per  cent  of  group  profit. 
Profits  from  this  business 
rose  from  £l27m  to  £129m  in 
a tough  market. 

The  group  joined  other 
general  insurers  in  predict- 
ing a hardening  for  house- 
hold and  motor  insurance 
rates  this  year. 

The  group’s  international 
life  business  saw  profits  rise 
from  £73m  to  £91m.  Margins 
abroad'  are  generally  fatter 
and  the  group  achieved  good 
volume  growth,  said  Mr  Har- 
vey. The  company  has  just 
started  operating  in  Poland. 

Mr  Harvey  said  the  group 
remained  keen  to  make 
acquisitions  provided  they 
added  shareholder  value. 

Last  year  it  paid  £315m  for 
London  & Edinburgh  and  it 
cast  Its  eyes  over  NPI  before 
the  mutual  life  office  was 
eventually  acquired  by  AMP 
of  Australia. 
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ings obsession  has  led  to  a business  model  good  at  boosting 
margins  but  less  so  at  developing  growth  opportunities. 

have  now  ground  to  a halt,  lending  credence  to  this. 
To  be  fair,  Rentokil  is  stressing  the  objective  of  jump- 
starting  the  top  line,  which  should  be  possible,  given  Its 
strong  brand  name  and  relatively  .low  shares  In  most  of  its 
markets.  But  to  give  investors  comfort,  it  should  be.  unam- 
biguous about  its  priorities. 


Richard  Harvey:  ‘a  sensible  balance' 


Sinead  Lynch 


UK  earnings 

So  the  sad  case  of  the  UK’s  dodgy  earnings  statistics  has 
drawn  to  a close.  The  series  - suspended  last  October  - was 
always  known  to  be  of  poor  quality.  But  It  is  only  in  reading 
the  report  commissioned  by  Gordon  Brown,  the  Chancellor, 
that  the  full  extent  of  its  inadequacies  can  be  seen.  The 
salutary  lesson  is  just  how  dangerous  it  is  to  rely  too  much 
on  any  one  piece  -of  data  for  decision  making.  It  is  almost 
frightening  that  monetary  policy  had  been  influenced  at. all 
by  such  a flawed  indicator,  hi  practice  it  had  been  regarded 
as  one  of  the  most  important  signs  of  inflationary  pressure. 
The  history  of  earnings  growth  has  also  been  rewritten;  hut 
not  to  the  extent  that  many  expected  - and  feared.  It  is  a 
miracle  that  the  changes  to  the  series  were  not  greater. 
Fortunately,  many  large  component  changes  have  cancelled 
each  other  out.  So  earnings  growth  did  rise  strongly  up  to 
last  spring  and  has  since  slowed  down.  As  this  new  series 
does  not  materially  change  the  view  of  the  past,  the  Bank  of 
England's  monetary  policy  committee  must  be  relieved.  No 
corrective  action  is  required  and  it  remains  on  track  to 
deliver  the  promised  soft  landing.  When  the  MFC  deliberates 
again  on  interest  rates  thus  week,  it  will  have  the  evidence 
that  gamings  growth  is  falling.  Another  interest  rate  cut 
could  be  justified  - if  the  committee  believes  the  statistics. 


Rentokil  stalls 
on  growth  target 


Wembley  stadium 
sale  under  threat 


RESULTS 


By  Susanna  Voyie 


Rentokil  Initial  stumbled  on 
its  own  growth  targets  yes- 
terday as  the  business  ser- 
vices group  reported  annual 
earnings  per  share  up  18.4 
per  cent,  against  its  20  per 
cent  target. 

Sir  Clive  Thompson,  the 
chief  executive  known  in  the 
City  as  Mr  20  per  cent  after 
17  years  of  growth  at  or 
above  that  level,  blamed  the 
strength  of  sterling  and  the 
Asian  economic  downturn 
for  missing  his  target. 

The  other  problem  area  for 
the  group  has  been  North 
America,  but  Sir  Clive  said  a 
focus  on  higher  margin  busi- 
ness was  starting  to  have  an 
effect 

Sir  Clive  said  he  was  dis- 
appointed with  the  fall  but 
remained  focused  on  achiev- 
ing 20  per  cent  growth. 

However,  analysts  yester- 
day said  they  doubted  the 
group  could  keep  up  that 
level  of  growth  and  said  yes- 
terday’s results  were  disap- 
pointing because  of  the  lack 
of  turnover  growth. 

“The  days  of  20  per  cent 
have  definitely  gone."  said 


one.  “The  question  now  is 
whether  it  will  be  15  per  cent 
or  12  per  cent  over  the  next 
five  years.” 

Sir  Clive  said  he  would 
continue  to  make  small 
bolt-on  acquisitions,  and  did 
not  need  the  larger  deals 
that  some  analysts  said  are 
essential  for  the  growth  tar- 
get However,  the  group  had 
the  financial  fire  power  to 
make  a big  acquisition  if  it 
arose  - and  if  not  enough 
opportunities  came  its  way  it 
would  consider  returning 
funds  to  shareholders. 

Turnover  in  the  year  to 
December  31  edged  ahead  to 
£1.9bn.  Operating  profit 
increased  from  £ 438.8m  to 
£504.7m  and  pre-tax  profit 
rose  17.6  per  cent  to  £490 ,6m. 

Sir  Clive  said  turnover 
was  down  because  the  group 
had  been  shedding  high-vol- 
ume low  margin  contracts  it 
inherited  in  the  1996  acquisi- 
tion of  BET. 

Meanwhile  in  Asia,  profits 
fell  243  per  cent  to  £43.1m 
on  turnover  down  20.1  per 
cent  to  £137m.  However,  Sir 
Clive  said  he  thought  the  sit- 
uation in  the  region  was 
stabilising. 


By  Charles  Pretzfik 


The  Football  Association’s 
£106m  deal  to  buy  Wembley 
stadium  is  under  increasing 
threat  from  two  rivals  stalk- 
ing its  owner,  Wembley. 

SFX  Entertainment,  the 
US  live  entprtainmpnt  prom- 
oter. is  considering  launch- 
ing a takeover  bid  for  the 
whole  Wembley  group, 
including  the  stadium.  It  is 
understood  to  be  working 
with  Lehman  Brothers  on  a 
possible  offer  which  would 
start  at  between  375p  and 
400p  cash,  valuing  the  group 
at  up  to  £218m. 

Meanwhile,  Enic,  the  UK 
sports  and  entertainment 
group,  indicated  two  weeks 
ago  to  the  non-executive 
directors  of  Wembley  that  it 
could  raise  the  cash  element 
of  its  £229m  bid  made  earlier 
this  year  by  50  per  cent  to 
300p  per  share. 

Both  Enic  and  SFX  have 
been  encouraged  to  bid  by 
three  of  Wembley's  non-exec- 
utive directors,  Jarvis 
Astaire,  Peter  Mead  and 
Roger  Brooke.  They  are  try- 
ing to  block  Wembley's  deci- 
sion to  sell  the  stadium 


alone  to  the  FA  which  will 
be  voted  on  by  shareholders 
on  March  11.  They  consider 
the  price  too  low. 

It  is  understood  that  in 
any  new  bid,  Enic  would 
maintain  the  total  value  of 
its  offer  at  412'Ap.  This 
would  give  Wembley  share- 
holders about  40  per  cent  of 
the  combined  group. 

It  is  not  thought  that  rais- 
ing the  cash  offer  to  300p 
would  be  enough  to  secure  a 
recommendation  from  Wem- 
bley. Without  the  likelihood 
of  Wembley  board  hacking. 
Enic  would  not  formally 
revise  its  offer.  Wembley’s 
executive  directors  have 
already  dismissed  Enic’s  ear- 
lier offer  as  insufficient 

The  non-executives,  who 
are  being  advised  by  Herbert  , 
Smith,  the  solicitors, 
declined  to  comment  yester- 
day on  afters  from  Enic  and 
SFX. 

He  said  he  believes  Wem- 
bley, which  would  have  no 
role  in  the  management  of 
the  stadium  after  the  sale, 
would  be  forgoing  up  to 
some  £60m  of  profits  over 
the  next  three  years  by  sell- 
ing the  stadium  now. 
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SAINT-GOBAIN  NEDERLAND  B.V. 
Westkade  20 
4550  AG  Sas  Van  Gent 


Bonds  i^iamnleeO  by  Compagnre  de  SAJNT-GOBA1N  a "SoclGte  Anonyms'  incorporated  urOer  the  laws 
ol  Fiance,  wflh  a share  capital  of  (.376.SS0.4tS  Euros  divided  into  90,295.788  shares 
PrtWpal  Office:  Les  Mlrotrs  - 18  Avenue  if  Alsace  92096  La  Defense  C6dex 
B 542  039  532  R C S NANTERRE 


Notice  to  Bondholders 


SAWTGOBAIN  NEDERLAND  B.V.  hereby  ntoms  borKffwfcJera  at  Ihe  issues  (ideated  In  the  able  below  (hat 
- n accordance  wXh  the  provetans  of  law  no.  98-546  at  2 July  1998  deluding  various  provisions  of  an  economc  and 
financial  nature,  notably  articles  18.20  and21.deaees  nos.  98-1020  and  98-1021  of  10  November  1998.  and  of  the 
-arrtM-of 

10  November  1996.  taken  for  the  apptaaunn  ol  article  24  ol  the  aforementioned  law  of  2 July  1998:  and 
■ ri  accordance  w*h  Ihe  dteisiorB  token  by  SANT-G06AW  NEDEBAf®  B V.  and  Compaqnie  de  SABUT  GOBA1N.  and  wWi 
me  approval  ol  Ihe  *Consei  dee  marcftea  feHnders’  {press  release  Of  18  November  1938).  li  w«  proceed  dumg  the  week-end 
of 

10  Aprs  1999  to  the  conversion  mto  euros  of  the  bond  issues  ksted  befew.  issued  n Deusenmak  and  French  tares  respeebvefy, 
bom  governed  by  French  tew,  and  Isied  on  the  Fans  and  Luxemtxxag  slot*  exchange 


This  advertisement  is  issued  In  compliance  with  tho  requirements  of  London  Stock  Exchange  Limited 
(the  "London  Stock  Exchange*)  and  appears  as  a matter  of  record  only,  ft  does  not  constitute  an  offer 
or  invitation  for  any  person  to  subscribe  for  or  purchase  any  securities  in  Halifax  pic  ('Halifax”). 


Interest  payment 
Dales 


) SaW-Gobam 
j Nederland  5 1/8% 
: 98-08 
SUB*. 

. 03/07 


Repayment  Date 
Repayment  terms 
Number  of  outstandmg 


; 094)7/2008 
I At  maturity 
I 200.000 


Before  conversron 


Currency 

FRF 

j DEM 

ISIN  Cods 

| FR0000491Z92 

’ FR0000491375 

Slcovam  Cods 

! 49129 

‘ 4gi37 

dfewrmnabons 

10300  and 

100.000’ 

! 1.000 

ISJN  Code 
Slcovam  Code 
Denomination  In  Euro 


Samt-Gobam 
Nederland  5 1/8% 
96-08  DEM 


09/07/2006 

At  maturity 
560.000 


■ The  total  amount  at  Ihe  Issue  Is  FRF2.000000.000 


The  Issues  set  out  above,  being  made  141  at  inrkvklual  notes  of  the  same  nomna)  a moult  transl arable  solely  by  legretraBon 
of  transfer  In  the  books  of  Slcovam  accotni  holders,  and  being  under  the  rule  ol  the  *&id  paragraph'd  article  1 of  law  no. 
96-597  of  2 July  1998,  each  bond  ariU  be  converted  r to  a bond  with  a nominal  amours  ol  one  (1)  euro.  Wtti  effect  from 
their  conversion,  ihe  iwo  bond  issues  wit  be  consafetisred  to  form  cme  issue. 

The  rate  ot  conversion  Mto  urns  oi  t euro  ts  that  defined  in  article  * at  regulation  number  97'1103/CE  of  the  council  cl  Pie 
European  Union  of  17  June  1997:  a has  been  need  by  a decision  of  the  Cornel  of  the  European  Union  of  31  December 
1996.  In  accordance  w«h  article  106L(4)  of  the  Treaty  establishing  the  European  Community 

The  conversion  wBt  be  put  am  effect  by  the  Central  DeposAxy.  and  the  feneur  de  comple  habdfe"  account  by  account 
then  Ane  by  Bne. 

Where  the  conversion  does  not  resun  In  a round  amount  ol  euros,  there  wil  be  a cash  sufflemerd  corresponding  to  me 
broken  amount  and  ffn  Bondhokfets  wfl  not  be  oitdfed  to  any  other  naWs  ai  Ihfc  respect. 


The  definition  of  cash  settlement  to  which  a broken  amount  may  gwe  rigrt  o set  out  h article  3 of  the  above  mentioned 
deoea  number  98-1021; 


Each  Mufduai  coupon  expressed  in  euros  is  rounded  up  to  the  fifth  decanal  place. 

Before  recttnomfriatlgn,  the  basis  of  cafcutaSon  of  accrued  interest  of  ihe  Sant  Gooan  bond  Bsues  a 30/360  Alter 
redenomtnaUon,  R wfl  be  actuaVactuaV  Al  references  to  busmss  day  nil  be  deemed  to  refer » a day  on  wticti  the  Trans- 
European  Automated  ReoHUne  Gtobs  Sefttemenf  Express  Transfer  system  nbrgeT)  o open  These  modificauons  vriB  take 
effea  an  the  next  rite  rest  payment  date. 


REPUBLIC  OF  PORTUGAL 

ITL  700,000,000,000  Step-down  Enro-TWfantary  Bonds 
doe  3 April  2007 
ISTN  Code  FR  0000490153 
(the  TIL  Bonds") 

FF  3,000,000,000  5.625%  Euro-Fongible  Bonds 
due  3 April  2007 
ISIN  Code  FR  0000109456 
(the  "FF  Bonds") 


Application  has  been  made  to  the  London  Slock  Exchange  for  up  to  225.000,000  non -cumulative 
fixed  rate  sterling  preference  shares  ol  £1  each  (the  ’Preference  Shares’!  to  be  admitted  to 
the  Official  List.  The  issue  of  the  Preference  Shares  is  conditional  upon  the  transfer  of  the  business  of 
Birmingham  Midshires  Building  Society  to  Halifax  (the  Transfer’)  occurring  on  the  vesting  date, 
which  is  expected  to  be  on  19  April,  1999.  The  Transfer  is  subject  to  certain  regulatory  approvals. 


Redenomination  and  Consolidation  Notice 


The  Rrpublc  c!  Portugal  bas  decided  to  redenominate  and  to 
consolMJte  the  above  issue,  pursuant  to  snide  23  of  the  Deere cc 
Law  number  843/98  of  November  6,  1998  and  tn  accordance  with 
the  provision  5 and  J3  of  the  linns  and  Cmdnrons  of  the  ITL 
Bonds  an  in  accordance  with  the  provision  5 of  the  Terms  and 
Conditions  of  the  FF  Bonds. 


Rcdeoaiajnalioa  and  Coosolidalaoa  Date 
April  3,  1 999. 

Redenominatioo  method 

Qiems  positions  will  be  redenomtnated  in  book-enuy  form.  There 
will  be  no  physical  exchange  of  securities. 

RedenaminatEon  basis 

Kedenommaorei  wiD  be  dune  by  securities  holding  fhoctom  up  by 
securities  holding*]. 

Bounding  rales 

Bedenonunaiad  holdings  will  be  rounded  to  the  nearest  euro  cent, 
according  to  the  rules  vet  out  in  Council  Regulation  EC  1 103/97  of 
June  17,  15*97  (standard  rounding]. 

RcDOmiiuliMlion 

New  minimum  denomination  will  be  I euro  cent. 

Cash  compensation 

There  will  be  no  cash  compensation. 

Recoavestsoai  ng 

Accrued  interest  will  be  calculated  an  tbe  basis  of  ACT/ACT  from 
the  Redenomination  Dote  on.  Business  days  shall  mean  a day  on 
which  tbe  TARGET  system  is  open- 
Gossolkla  lien 

The  TTL  Bonds  shil  be  coraohdncd  and  form  j stngfc  issue  with  FF 
Bandsftbe  "Consolidated  Bonds"]. 

ISIN  Code 

The  15EN  Code  of  Consolidated  Bands  shall  be 
FR  0000583429 


HALIFAX  pic 


Uncorpoiated  and  registered  in  England  and  Wales 
under  Ihe  Companies  1985 with  registered  no.  33670761 


HALIFAX 


ISSUE  OF  UP  TO  225.000,000  NON-CUMULATIVE  FIXED  RATE 
STERLING  PREFERENCE  SHARES  OF  £1  EACH 

sponsored  by 

Deutsche  Bank  AG  London 


Supplementary  listing  particulars  relating  to  the  Preference  Shares  have  been  published 
and  copjes  are  available,  for  inspection  only,  at  the  Company  Announcements  Office, 
London  Stock  Exchange.  Old  Broad  Sireet.  London  EC2N  1HP  (during  normal  business 
hours  on  any  business  day!  for  two  business  days  from  the  date  of  this  advertisement  and 
(during  normal  business  hours  on  any  business  day)  for  fourteen  days  from  the  date  of 
this  advertisement  from: 


Halifax  pic 
Trinity  Road 
Halifax 

West  Yorkshire 
HX1 2RG 


Deutsche  Bank  AG  London 
6 Bishopsgate 
London 
EC2N  4DA 


^ hHa"e,  n°Lb9en  and  "ill  not  be  registered  under  the 

UJ;  ^ , 1???<  anr*ended)  and  may  not  be  offered,  sold  or  delivered  within 

the  United  States  or  to  U.S.  persons. 
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EURO  PRICES 
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Europe  edges  up  on  back  of  Wall  Street 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 
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EUROPEAN  OVERVIEW 
By  Rortan  Gfcnfaei 

European  shares  closed 
marginal] y higher  yesterday 
lai^ely  on  the  hack  of  small 
irnns  on  Wall  Street. 
Markets  received  an  addi- 
boost  from  the  rally- 
ing US  Treasury  market  as 
falling  long  bond  yields 
allayed  fears  of  higher  US 
interest  rates.  But  most 
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equity  investors  took  a wait- 
and-see  approach  ahead  of 
any  European  Central  Bank 
move  on  Interest  rates  this 
week,  leaving  volumes  thin 
throughout  the  euro-zone. 

Despite  its  rebound  from 
Monday's  record  low,  the 
euro  continued  to  reflect  the 
growing  divergence  between 
the  US  and  the  euro-zone 
economies.  The  weaker  euro, 
however,  has  failed  to  boost 
Europe's  export  sectors. 
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Three  ■ocOn  to  fear 
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“Cyclical  stocks  have  not 
benefited  from  a weaker 
euro,”  said  one  analyst. 

One  of  yesterday's  winners 
was  the  telecoms  sector, 
largely  because  of  the  take- 
over battle  between  Olivetti 
and  Telecom  Italia  in  Italy. 
The  pharmaceutical  sector 
was  also  boosted,  with  Ger- 
many’s Bayer  posting  solid 
gains. 

On  a general  note,  the 
euro  appeared  to  have  signif- 
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ieantly  buoyed  stock  market 
activity  in  the  euro-zone, 
according  to  a report  by  BT 
Alex  Brown.  In  January, 
total  European  volumes 
soared  40.8  per  cent  an  the 
month,  suggesting  the  single 
currency  was  well  received 
by  equity  investors. 

European  domestic  vol- 
umes, calculated  in  euros, 
also  rose  substantially,  mov- 
ing up  32.1  per  cent  on  the 
month  and  27.2  per  cent 


year-on-year.  The  Nether- 
lands posted  a particularly 
strong  performance,  with 
domestic  volumes  rising  89 
per  cent  to  a record  level 

But  the  figures  on  mutual 
fund  flows  showed  that  the 
euro  failed  to  boost  the  over- 
all level  of  equity  invest- 
ment. “Most  of  the  fund 
flows  were  due  to  portfolio 
reshuffling,  with  little  new 
money  coming  in.”  said 
James  Cornish  at  BT  Alex 

Brown. 

The  FTSE  Eurotop  300 
index  rose  1.37  to  1,209.25, 
while  the  FTSE  Eurotop  100 
advanced  5.42  to  2.775.95. 
The  FTSE  Ebloc  index  of 
leading  stocks  in  the  euro- 
zone settled  UO  lower  at 
991.72. 

Bayer  gained  4.95  per  cent 
to  €32.85  as  investors  chose 
to  swap  holdings  out  of 
Hoechst  into  Bayer.  Hoechst 
shed  4.92  per  cent  to  close  at 
€39.20  following  profit- 
taking. 
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For  further  information 
please  contact: 

Janeth  Harvey 
in  New  York 
Tel:  +1  212  745  1346 
Fax:  +1  212  6SS  8229 
email: 

janeth.harvey@FT.com 

or  Robert  Jagger 
Tel:  +1  242  327  3796 
Fax:  -1  242  327  3416 
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MeritaMordbanken  Group 


The  Annual  General  Meetings  of  Shareholders  of  Nordbanken 
Holding  AB  (pub))  and  Merita  Pic  will  be  held  on  March  25, 

1999  in  Stockholm  and  March  29,  1999  in  Helsinki,  respectively. 


Nordbanken  Holding 

Shareholders  of  Nordbanken  Holding  who  wish  to  participate 
in  the  Annual  General  Meeting  must  be  directly  registered  in  the 
share  register  not  later  than  March  15,  1999,  and  shall  submit 
notification  of  attendance  by  mail  to  Nordbanken  Holding  AB 
(publ).  Group  Legal,  SE-105  71  Stockholm.  Sweden,  or  by  telefax 
+46  8 614  8770,  or  telephone  +46  8 614  9710,  or  by  Internet, 
address  www.mentanordbanken.com;  such  notification  to  be 
received  not  later  than  1 p.m.  March  22, 1999. 

Place:  Stockholm  Globe  Arena,  Annex,  Entrance  2/Entrance  ] , 
Stockholm 

Tone:  3.00  p.m.  Information  meeting  for  shareholders  at  1 .30  pjn. 

Further  information  pertaining  to  the  meeting,  including  die 
agenda  and  proposals  for  resolutions,  can  be  obtained  by  share- 
holders from  Nordbanken  Holding,  Group  Legal,  telephone 
+46  8614  7S29,  or  from  the  MeritaNordbanken  Internet  home 
page  www.meritanordbanken.com. 


Merita  Pic 


Shareholders  of  Merita  who  wish  to  participate  in  the  Annual 
General  Meeting  must  be  registered  in  the  company's  share 
register  not  later  than  March  24, 1999  and  shall  submit  notifica- 
tion of  attendance  by  mail  to  Menu  Pic,  2599  Share  Register, 
P.O.  Box  84,  FIN-00101  Helsinki,  Finland,  or  by  telephone 
+358  9 165  40631  or  +358  9 1 65  40632,  such  notification  to 
be  received  not  latex  than  4. 1 5 p.m.  March  24, 1 999. 

Place:  Helsinki  Fair  Centre,  Rautatielaisenkatu  3,  Helsinki 

Time:  3.00  p.m.  Information  meeting  for  shareholders  at  1 .00  p.m. 

A complete  notice  of  meeting  and  further  information  can  be 
obtained  from  Merita,  Investor  Relations,  telephone  +358  9 165 
43041  or  from  the  MeritaNordbanken  Internet  home  page 
V7Ww.meritaDordbaiken.com . 
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□ Paribas 

PUIBAS  UTEXHUtTM 


DRESNER  RCM  EUROPEAN  BOND  FUND 

BtgjdndOflta 

Cento  Rwe  33,  baohard  da  Ptincc  Bttai,  L-  i 724  luxanboar* 

NOTICE 

The  Board  of  Directors  resolves  fiat  Dresner  RCM  European 
Bond  Fund  will  distribute  a dividend  out  of  the  net  income  from 
investments  which  according  to  the  shares  outstanding  should 
result  in  a dividend  per  share  of  EURO  1.0.  Value  date  of 
dividend  Is  the  10th  March,  1999- 

Paying  agent:  Satina  Bank  (Luxembourg]  SA 

Central  Fare  33,  boulevard  dn  Prince  Henri, 
L-1724  Luxembourg 

The  Board  of  Directors 
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INTERNATIONAL  CAPITAL  MARKETS 


US  Treasuries  lead  small  recovery 


BMCHMARKBONDS 

By  Vincent  Boland  In  London 
and  John  Labato  in  Hew  York 


Prices  recovered  a little 
yesterday  after  the  sharp 
falls  seen  on  Monday.  The 
US-led  recovery  was  not  of 
great  magnitude,  with  Euro- 
pean markets,  in  particular, 
lacking  conviction,  and  what 
was  gained  on  the  swings  in 
choppy  trading  was  often 
lost  on  the  roundabouts. 

US  Treasuries  recovered 
strongly  from  their  over- 
night levels  in  early  trading. 
By  early  afternoon  the 
30-year  Treasury  bond  was  y» 
higher  at  94g.  sending  the 
yield  down  to  5.616  per  cent 
Among  shorter-term  issues 


the  10-year  note  was  up  % at 
95ft.  yielding  5.324  per  cent 

Monday’s  weakness  came 
amid  evidence  of  a surge  in 
the  manufacturing  sector, 
suggesting  the  US  economy 
was  stQl  in  a strong  growth 
phase.  The  data  unnerved 
the  markets  because  of  the 
big  rise  in  US  gross  domestic 
product  in  the  fourth  quar- 
ter, which  reawakened  fears 
that  the  Federal  Reserve 
might  raise  Interest  rates. 

That  feeling  continues  to 
be  uppermost  intnany  inves- 
tors' minds,  but  helping  the 
bond  market  to  recover  yes- 
terday were  data  on  January 
house  sales,  which  were  well 
below  expectations  at  918,000 
in  although  the  market  Is 
still  considered  strong. 


Japanese  government 
bonds  had  closed  higher 
overnight,  with  benchmark 
yields  standing  at  Just  over 
LSI  per  cent,  helped  by  an 
auction  of  six-year  paper 
that  was  well-received  by 
investors.  That  provided 
some  impetus  for  European 
markets  at  the  start,  ahead 
of  the  US  opening,  as  inves- 
tors reversed  some  of  their 
earlier  gloom  about  the  out- 
look for  interest  rate  cuts. 

The  European  central 
bank  Is  not  likely  to  cut 
today,  and  not  everyone  is 
convinced  the  Bank  of 
England  will  oblige  either 
after  its  Monetary  Policy 
Committee  concludes  its 
deliberations  today.  Short 
sterling  was  pricing  in  a cut 


in  the  UK  base  rate  of  25 
basis  points  in  early  trading, 
however,  and  that  was 
enough  to  lift  UK  gilt  prices 
from  overnight  levels. 

The  view  that  the  Bank 
might  ease  rates  today  was 
strengthened , although  only 
mildly,  by  earnings  data  that 
showed  a downward  trend 
towards  a rate  of  growth 
consistent  with  the  official 
inflation  target  of  2.5  pgr 
cent.  But  there  was  some 
doubt  as  to  the  real  meaning 
of  thi>  data  to  the  MPC. 

y«>n  Douglas,  fixed-income 
specialist  at  Warburg  Dillon 
Read  and  someone  not 
expecting  the  Bank  to  cut, 
suggested  a low  number  was 
likely  to  be  less  positive 
than  a high  number  would 


have  been  negative.  “The 
biggest  influence  on  the  mar- 
ket over  the  rest  of  this  week 
will  be  the  tone  of  comments 
accompanying  the  MFC’s 
rate  decision,”  he  said. 

The  June  gilt  future  rose  a 
modest  0.06  to  116.23,  with 
the  short  end  of  the  yield 
curve  helped  most  by  the 
wage  trends.  The  spread 
between  two-year  and  10- 
year  gilts  tightened  to  22 
basis  points  from  31  points. 

Continental  European 
markets  edged  higher  but 
any  advance  was  con- 
strained in  part  by  a slightly 
weaker  euro.  The  German 
bund  future  rose  0.18  to 
113.89.  and  the  yield  on  10- 
year  cash  bunds  fell  below 
448  per  cent 


Weather 
contract 
announced 
in  France 

By  Vincent  Bofand 


Weather  derivatives  took 
another  step  towards  becom- 
ing standard  financial  prod- 
ucts when  the  first  contract 
In  France  was  announced 
yesterday  between  Soccram, 
a company  specialising  in 
heating  efficiency  and  co- 
generation systems,  and  SG, 
the  French  ’hanking1  group. 

SG  and  Soccram  said  the 
contract  involves  the  bank 
paying  the  heating  company 
an  agreed  sum  of  money  if 
temperatures  over  the  next 
two  winters,  based  cm  infor- 
mation provided  by  Mfiteo 
France  for  the  Paris  Orly 
region,  are  wanner  than  a 
p re-agreed  level. 

Weather  derivatives  are 
one  of  the  fastest-growing 
areas  of  the  over-the-counter 
market,  even  though  they 
are  only  about  18  months 
old.  After  taking  off  in  file 
US  in  the  past  year,  as  com- 
panies, especially  utilities 
and  insurance  companies, 
sought  protection  against 
advene  weather  conditions, 
derivatives  contracts  are 
shortly  expected  to  become 
tradable  instruments. 

The  Chicago  Mercantile 
Exchange  is  awaiting 
approval  from  the  Commod- 
ity Futures  Trading  Commis- 
sion In  the  US  to  begin  trad- 
ing the  contracts,  probably 
later  this  year.  Estimates  of 
the  number  of  contracts 
written  between  US  parties 
so  Car  range  as  high  as  .1200.  I 

The  trend  is  now  spread- 
ing to  Europe.  Last  Novem- 
ber. Enron  of  the  US  and 
Scottish  Hydro-Electric 
agreed  the  first  such  con- 
tract of  its  type. 

Diego  Wauters,  global 
head  of  insurance  deriva- 
tives at  SG  in  London,  said 
the  agreement  with  Soccram 
represented  the  first  transac- 
tion of  its  kind  in  France. 


Japanese  tap 
better  sentiment 


New  international  bond  issues 




By  KRozein  vrercnant  ana 
Arkady  Ostrovsky 

Japanese  borrowers  have 
been  absent  from  the  bond 
market  for  so  long  that  the 
launch  of  two  issues  yester- 
day was  a watershed. 

Nippon  Telegraph  and 
Telephone  and  Tokyo  Metro- 
politan Government  - corpo- 
rate and  municipality  - are 
at  opposite  ends  of  the  bor- 
rower spectrum  in  Japan. 
Yesterday  they  tapped  tbe 
new  issues  market  on  a 
wave  of  improved  sentiment 
for  Japanese  borrowers.  As 
one  banker  said:  "Two 
months  ago  they  would  not 
have  got  a look  in.” 

The  renewed  popularity  of 
Japanese  debt  has  been 
fuelled  by  progress  in  the 
bail-out  of  the  country's 
troubled  banks  and  more 
stable  equity  markets. 

"111610  will  be  continued 
supply,  especially  from  gov- 


ernment-guaranteed issues, 
though  not  a flood,”  said 
Niall  Cameron  at  Merrill 
Lynch. 

NTT,  one  of  the  world's 
biggest  telecoms  companies, 
launched  a five-year  $500m 
bond,  the  first  issue  by  a 
Japanese  corporate  in 
months.  The  bond  led  by 
Merrill  Lynch  and  Warburg 
Dillon  Read  was  priced  to 
yield  75  basis  points  over  US 
Treasuries  and  traded 
unchanged,  encouraging 
bankers  on  a day  when  the 
swap  market  widened  and 
there  was  still  some  residual 
pni»a«lnpsfi  from  last  week's 
comments  on  the  US  econ- 
omy by  Alan  Greenspan. 

Tokyo  Metropolitan  Gov- 
ernment launched  a debut 
10-year  €150m  bond.  Sean 
Park,  at  Paribas,  joint  lead 
with  IBJ,  said  TMG  is  a little 
removed  from  the  general 
fiscal  problems  at  many 
local  authorities  in  Japan. 

The  TMG  bond  carried  a 
government  guarantee. 
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which  helped  ease  its  way 
into  a market  re-opened  ear- 
lier this  month  by  Japan's 
Export-Import  Bank  and 
Japan  Finance  Corporation 
for  Municipal  Enterprises, 
which  also  carried  govern- 
ment guarantees. 

“Sentiment  has  really 
changed,"  said  Park.  “Two 
months  ago  this  would  have 
been  tough  to  float” 

Carrefonr,  an  AA  rated 


French  supermarket  group, 
launched  a €lbn  10-year 
bond,  in  an  attempt  to  estab- 
lish a euro  benchmark. 

The  issue  was  launched  to 
yield  41  basis  points  over  the 
relevant  OAT.  It  Is  compara- 
ble with  a 10-year  Deutsche 
Telekom  luue,  which  Is 
trading  at  42  basis  points 
over  OATs. 

Colombia  launched  a 
$500m  five-year  issue  with  a 


10.875  per  cent  coupon, 
exchangeable  after  one  year 
into  a 28-year  bond  with  a 
coupon  of  11.85  per  cent  The 
bond  was  priced  to  yield  630 
basis  points  over  US  Trea- 
suries. 

Richard  Luddigton,  at 
J.P.  Morgan,  the  lead  man- 
ager. said  the  dollar -denomi- 
nated issue  followed  a faded 
attempt  to  find  demand  for 
euro-den rrminated  paper. 


EIB  to  issue 
€15bn  of 
bonds  in  1999 


By  Khozsin  Merchant 


The  European  Investment 
w«nk  ha«  sought  to  reaffirm 
its  status  as  Europe’s  lead- 
ing issuer  of  non-govern- 
ment bonds  by  unveiling  a 
big  euro-denominated  bendi- 
mark  debt  issuance  pro- 
gramme. 

The  EIB,  the  financing 
arm  of  the  European  Union, 
which  is  rated  AAA  by  the 
main  credit  rating  agencies, 
said  it  would  issue  up  to 
€15bn  of  benchmark  bonds 
this  year  across  the  maturity 
spectrum. 

The  new  bonds  will  be 
issued  under  a programme 
known  as  EARNS  - euro 
area  reference  notes  - and 
wfl]  bring  together  all  fixture 
EIB  bond  issues  denomi- 
nated in  euros  under  a single 
umbrella.  Hitherto,  the  bank 
has  issued  on  a bond-by- 
bond basis. 

The  move  represents  a 
boost  for  the  euro's  hopes  of 
rivalling  the  US  dollar  as  a 
preferred  unit  of  issuance.  In 
the  first  two  months  of  this 
year  issuance  of  euro-denom- 
inated  bonds  has  narrowly 
exceeded  that  of  dollars, 
while  European  hanks  have 
underwritten  more  interna- 
tional bonds  over  tbe  same 
period  than  their  US  rivals, 
according  to  research  group 
Capital  Data. 

The  EIB  said  it  had 
appointed  ABN  Amro  and 
Paribas  as  joint  arrangers  of 
its  programme,  which  will 
be  underwritten  and  distrib- 
uted by  10  primary  dealers, 

inrln riing  the  arrangers  and 
Deutsche  Bank.  HSBC  Mar- 
kets, Nomura  International, 
Santander  Investment,  DO, 
Goldman  Sachs,  Merrill 
Lynch  and  Warburg  Dillon 
Read. 


Rene  Karsenti,  EIB  direc- 
tor general  of  finance,  said: 
“We  want  to  position,  our- 
selves as  the  best  surrogate 
for  government  debt.  We 
have  means  to  achieve 
this." 

The  €15bn  of  EARNs  due 
to  be  issued  this  year  by  the 
EIB  will  represent  half  the 
bank's  total  funding  require- 
ment for  1999. 

About  25  per  cent  of  the 
total  has  already  been  drawn 
down  this  year  and  the  bal- 
ance will  be  raised  through 
more  “tailored  transactions," 
Mr  gflrgentt  said.  The  EIB 
launched  the  equivalent  of 
€20bn  of  bonds  last  year 

Roy  Boecker,  managing 
director  at  ABN  Amro,  com- 
pared the  EIB 's  euro  area 
reference  note  issuance, 
which  will  include  a combi- 
nation of  auctions  and  syndi- 
cated sales,  with  the  borrow- 
ing programmes  of  many 
sovereign  borrowers,  which 
are  moving  towards'  that 
structure. 

"This  programme  consoli- 
dates the  Em's  euro  strategy 
of  the  past  three  years  and 
allows  It  to  position  itself  at 
the  forefront  of  sovereign 
and  other-  AAA  rated  bor- 
rowers,” Mr  Boecker  said. 

Each  of  the  EIB’s  new  ref- 
erence note  issues  will  be  for 

a minrmiTm  of  gWwi  and  will 

be  launched  each  quarter. 
Tbe  annual  programme  will 
be  set  each  December. 

Mr  Karsenti  said  the  bene- 
fits of  the  new  programme 
would  be  greater  liquidity, 
transparency  and  regularity 
of  issuance.  Investors  have 
indicated  a preference  for  a 
programme  that  was  visible 
Id  terms  of  structure  and 
consistent  in  terms  of  issu- 
ance. EARNs  met  both  of 
these  criteria,  he  added. 
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BENCHMARK  GOVERNMENT  BONDS 
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574 

-407 

+412 

+4&S 

-45! 

nra 

4.750 

959835 

593 

-066 

+415 

+449 

-440 

(003 

5950 

949684 

503 

-404 

+412 

+498 

-442 

UMHOlMV  **re»*US-^.  Some;  HaneAn  DMT Mrenttn 

Tfcfc  Ldc*  iMrtwanknUtafuInd  jHd  Mb  IMds  *wi  lx  Ur  attar  xlMirrtnp  in  fl  125  pa 
cox  ntt  Bf  nwrasdma. 


10  YEAR  BENCHMARK  SPREADS 


Mar  2 

BU 

YMd 

Spread 

IB 

Euros 

Spaad 

V9 

T -Borah 

BU 

YMd 

Spread 

S3 

Eiate 

Spread 

VE 

T -florals 

Aureate 

591 

+1.S3 

+029 

NflhBftaKb 

423 

+415 

-198 

Aostta 

498 

+428 

-436 

New  Zealand 

591 

+193 

+099 

Beigkxn 

478 

+43 

-194 

Noraar 

599 

♦191 

-023 

Canda 

596 

+13 

+404 

Portugal 

4.36 

+07 a 

-096 

Demreak 

449 

+0.41 

-093 

Sptt 

4.40 

+432 

-092 

FMand 

492 

+474 

-190 

Sweden 

449 

+041 

-093 

Prance 

4.17 

+409 

-1.15 

Switzerland 

2>I6 

-192 

-296 

GenMsqr 

498 

— 

-174 

IK 

4.71 

+943 

-401 

been 

674 

+270 

+4 a? 

US 

592 

+174 

- 

Island 

491 

+073 

-191 

Soots  fcSwaiXra  Etex/FI  ttmTOxi 

!»to 

490 

+422 

-192 

tendon  dart*. 

- Nre  To*  etetaa 

Japan 

195 

-273 

-147 

Amman  JW 

testa. 

EMERGING  MARKET  BONDS 


Mar  2 

Red 

dare 

Coopn 

SAP 

Rating 

BU 

price 

Bkl 

YMd 

ter* 

dm 

YM 

MBi'a 

Chga 

IM 

S(Xd 

U 

US 

■ EUROPE 
Croreta 

02/02 

7.000 

B88- 

S17397 

448 

+409 

+470 

Poland 

0734 

7.125 

B88- 

104.7705 

694 

+094 

+414 

+480 

Roam 

06/07 

10900 

n/a 

257800 

44.10. 

-447 

+792 

+3401 

■ LATHAMBBCA 

/kgenttna 

08/27 

9.750 

B8 

799848 

1270 

-092 

+453 

+471 

Orel 

05/27 

14125 

B+ 

613130 

1410 

+072 

+405 

+1451 

MsdCO 

05/26 

11-500 

88 

104.0834 

11.02 

+097 

+071 

+595 

■ ASIA  . 

. ^ 

awn 

07/06 

7.750 

B8B+ 

949355 

7.75 

+097 

+451 

+5L4B 

PWpptnas 

10/16 

4750 

BB+ 

89-5800 

1092 

+412 

+455 

+490 

Thatend 

04/07 

7750 

B88- 

944575 

891 

+095 

+439 

+2.72 

H AFHEWMmLE  EAST 

Ltednsn 

07AM 

a.125 

BB- 

1029000 

790 

-070 

+193 

+241 

Sam  Attica 

lam 

4375 

BB+ 

04.7540 

435 

+095 

+078 

+498 

Tixtty 

09/07 

14900 

B 

899508 

1191 

+412 

- 

+462 

■ BM0Y  BONDS 

AiganMQ 

03/23 

5.750 

BB 

640061 

454 

+407 

+444 

+491 

Braid 

04/14 

5.000 

8+ 

540000 

1499 

+07« 

+409 

+990 

Medea 

12/19 

4750 

88 

74JB1S6 

496 

+495 

+478 

+349 

Ifenezosla 

03/20 

6,750 

B+ 

629000 

1192 

+416 

+450 

+403 

BOND  FUTURES  AND  OPTIONS 
France 

■ MOTHMAL  HUM  BMP  FUTURES  C10DJXK1 

Open  Sefl  price  Change  Hgh  law  EsL  wL  0pm  HL 
Mar  10231  10930  +0.17  109.89  10031  36,068  86.337 


■ tOWB  TtBMBBO  BOW)  OPnOBi  (MAIf) 


SUM 

Price 

Mar 

- CALLS  — 
Jon 

. 

Mv 

— PUTS  — 
Jun 

. 

109 

2.73 

. 

- 

- 

. 

. 

110 

1.73 

- 

- 

• 

- 

- 

111 

474 

. 

- 

091 

- 

- 

112 

095 

- 

- 

075 

- 

- 

Ea  toL  ax.  can  nx  naan  Pram  an  *an  m.  cm  m fmm. 

Germany 

■ KnHMALSHIIIftaBOHDHjnro(P1ffiDI«2SOJX»100teiri10W 

0pm  Salt  prim  Ctoe*  Mm  . Urn  BL  ml  Opm  M. 

Mv  11169  11360  +0.19  104X8  11146  746,327  481.715 

■ IBTIMNAL  BEBMH  BMP  (B08L)  RJIUHES  (PIE}  DM254000  100BW  ol  100* 

Qhi  Sett  price  . Qwnge  Mgli  Law  EsL  ml  Opm  H. 

Mer  10121  108.18  +061  10111  10107  221,103  193686 


■ NOTIONAL  U4  SWAP  FWWg(UFf^  Syr  49%  PieSOJMltt^ 

0pm  Sett  price  Chmga  Hgh  Low  EsL  ml  Opm  H. 

Mar  - 10060  - - 0 1015 

■ H07MMAL  LBB  WAP  H/TUBEl  flUTET  10p  46%  DM250,000  points  g>  100% 

Open  Sett  price  Change  Hgh  Lav  Est  ml  Opm  m. 

MV  - 10042  -067  0 940 

Mb  Mm  at  APT.  M Open  mm  Age.  m tor  pate  dry 

Italy 


■ mmowu.  roman  bjtt.  bond  (sip)  futures  urg-  Lira  a»m  looon  ct  iro% 


Open  Sett  (rice  Qmnge  Hgh 

Mv  11293  11272  +419  11272 

Spain 

■ KJTWIAJ.  5PAMSH  BOO  RITOreS  1100,000 

UW 

11195 

ESL  ml 

25092 

Open  W. 
36727 

Open 

Sett  prim 

□tanoe 

Hgh 

Low 

ESL  wL 

Open  M. 

Mar 

114.70 

11591 

+476 

115.15 

11498 

28943 

24927 

Jim 

- 

9690 

-190 

“ 

- 

- 

8 

UK 

■ NOTIONAL  8 YEAH  B4T  FUTURES  (LHTQ  £100,000  1000b  dl  100H 

Open 

Sen  pita 

Changi 

Wgh 

LM 

Est  m 

Open  InL 

Mar 

- 

10416 

+499 

. 

- 

0 

63 

Jut 

- 

107.80 

+099 

- 

- 

0 

0 

■ M0THMAL  IK  84Y  FUTURES  (UFFET  E100JXM  IOOOboMOOK 

Open 

Otaaa 

Change 

Hgh 

Lore 

Eat  m 

Open  it 

MV 

11595 

115.73 

+092 

11595 

11575 

3360 

15236 

Jun 

11430 

11423 

+409 

11448 

11590 

42344 

74890 

■ LFflE  bun  tea  btett  m AFT.  M Open  IM  fenb  iota  a* 

■ LOHG  QLT  FUTURES  OfTCTC  dJTQ  £100,000  IQOftsfe  100% 

Sh®e  CULLS PUTS 


Price. 

Jim 

Sap 

Jui 

Sep 

11B50 

296 

2.79 

173 

296 

11600 

1.70 

2.53 

195 

270 

11850 

192 

279 

7.79 

298 

11700 

170 

206 

297 

293 

11750 

1.11 

195 

278 

112 

11  BOO 

094 

195 

171 

392 

Ba.  nL  MO,  Crib  430  fun  360  RmtM  dor's  men  ML  Cals  7052  Mi  E646 


US 

■ os  TBEAairr  bohd  futurb  icsd  stogooo  jams  v ion% 


Open 

Latest 

Ctenoa 

Hgh 

Lore 

ESL  Ml. 

Open  ML 

MV 

120-16 

120-27 

+0-08 

121-04 

120-11 

94.585 

264,147 

JUl 

120-00 

120-10 

+0-48 

120-20 

119-25 

4*4787 

454.937 

Sep 

” 

120-00 

+4-13 

- 

- 

167 

9779 

Japan 

■ NDnOMAL  LONG  im  JAPANESE  GOVT.  BONO  FUTURES  (UFFQ  YlOQm  1O0U8Q1 100% 

Open 

S«  price 

Onaga 

Hon 

Low 

EsL  Ml 

Open  Int 

MV 

13195 

13293 

- 

132.18 

13190 

3885 

Jun 

Euro 

13470 

13479 

" 

13092 

13093 

2293 

rva 

■ C BOND  FUTURES  WATT)  €100900 

Oom  Ssttpra  Ctaigs  High  low  EsL  vd.  Open  u. 
Mar  10660  1013S  +101  10660  10660  1 1B1 


We  want  your  business. 


Fcx"  rrtOrv  information  on  Cto3.srfnMt  Buxines*  Advertising  in  the  FT 
plcas«  call: 

Td:  +44  171  873  3349  Fa*;  ^44  171  873  3064 


US  CORPORATE  BONDS 


rev  i 

Rad 

dm 

Cnren 

S S P 
Ming 

Sid 

(sice 

BU 

ifeu 

Bar's 

chga 

Min'S  SM 
chga  v 
lid  Govts 

■ unurres. 

PacBol 

07AJZ 

775 

AA- 

1047122 

593 

+410 

+459 

+593 

NY  Tel 

0805 

790 

A+ 

979883 

7.19 

+408 

+456 

+192 

CWE 

osm 

400 

BBS 

111.1*82 

697 

+410 

+457 

*098 

-HtfMMCMU 

c .• 

v ir- 

OECC 

05/07 

475 

AM 

1167850 

418 

+410 

+466 

+479 

Sane  One 

08/02 

775 

A 

1039440 

894 

+410 

+441 

+494 

CHAFta 

01718 

495 

A- 

917781 

7.78 

+410 

+405 

+411 

jMBwnwu 

... 

.i  . . . 

T-.r-- 

WMXTadi 

WB9 

425 

BBB+ 

1009285 

471 

+092 

-421 

+105 

Wat  Mart 

05AE 

475 

AA 

1032230 

593 

+073 

+468 

+493 

Daptan  Hvl 

06/21 

9.70 

A- 

1347055 

496 

+410 

+450 

♦179 

.9i  jEapEs. : 

- 

BiMC 

04AI7 

7.14 

N/A 

1079989 

592 

+409 

+465 

+453 

SIMA 

osm 

790 

m 

1021262 

432 

*406 

+073 

+096 

FNW 

02718 

895 

N/A 

1299569 

673 

+412 

+460 

+098 

FFC8 

oam 

495 

N/A 

117.7522 

490 

+413 

+467 

+451 

■ BMNYBD. 

. 

" 

SfemOmr 

cam 

188 

B 

1019750 

400 

- 

- 

- 

ANSI 

12/01 

413 

BB- 

1057500 

090 

- 

- 

- 

Pacdfe 

06W 

1475 

B- 

859000 

400 

- 

- 

■ - 

XT  tend.  Stented  A tare  1M«  xehreul  bate. 

Sane  Hnoha  Dn/FT  Kbmbi 

US  INTEREST  RATES 

Latest 

Traasixy  BBa  arei  Bond  Vtalds 

One  axxuh  _ 

• 

Tavyav 

_ S.17 

Bitter  Dan  rata 

FstUmh  _ 
FadJmreatlDiBnadtt 

6to  Ttiumorttu 
4jJ  ShRsn8i_ 
Onejav  — 

497 
4.77 
495 

nnyvr 

10-yere 

30-rror 

— 5.26 
436 
596 

INTERNATIONAL  BONDS 


Dre-a 

mwi 

Spraxd 

fed 

SAP 

U 

BU' 

chpe 

due 

» 

Mv  2 

dm 

Caupan 

Refcg 

prica 

rid 

rid 

rid 

QurK 

“•".Lj;- 

'£..c..i 

f^rvv 

Z.-Vi-.i 

BB 

04/07 

7750 

AAA 

1079774 

697 

-402 

+466 

+478 

ABN  Amro  -■  • 

0OT7 

--7J25- 

r -AA- 

1037349 

-092 

— 091 

+173 

(feta 

01707 

7900 

A+ 

1019944 

418 

-092 

+411 

+090 

Cfecorp  FRN 

02/04 

5906 

AA- 

969953 

592 

-403 

-190 

+098 

' ■r8S.\Ls^r":-.'i'' 

.-...j-.. 

"r. : ■ '• 

BajvL-ek 

08/04 

9900 

AM 

1145215 

595 

-098 

+450 

+471 

Toronto  (M«fl 

05AM 

8900 

AA+ 

1119311 

578 

-099 

+450 

+414 

EM  Canada 

07/99 

10925 

A+ 

1019095 

4B9 

-096 

+445 

+175 

Dautscha  B FM 

DM2 

5l87S 

AA+_ 

_MLB2I2 

590 

^497 

+445 

+433 

r ' * ~T 

SB 

12AJ7 

7925 

AM 

1148326 

418 

-091 

+435 

+439 

DresdnvBk 

12/07 

7750 

AA- 

1109716 

409 

-091 

+07 9 

+170 

Brifthets 

03AX) 

7925 

A+ 

1019700 

59B 

+403 

-0.11 

+098 

AfatxqrNatRU 

ma 

5967 

M 

1009152 

493 

-095 

+075 

-079 

. r,  r 

•=.-‘  7-‘" 

■ i - 

BB 

01/08 

3.750 

AAA 

1015780 

378 

+091 

+403 

+098 

Brfl  CDhmbla 

ma 

1250 

M 

1037584 

193 

_ 

+402 

+430 

Hydro-Ouetiec 

05/DI 

6750 

n/a 

1089654 

297 

+401 

+094 

+195 

Gen  Bad 

oam 

1.711 

nTa 

9B.7B67 

192 

- 

+493 

- 

’■  YW-  ' 

' .7 

.’ 

O'  !'• 

' :r 

''•-I.'  •. 

BR0  (W«HJ  Bk) 

03/0Z 

5750 

AM 

1147542 

092 

+401 

-432 

-408 

Spain  (Kkuptam) 

03/02 

5.750 

M 

1159176 

097 

-091 

-434 

-093 

Oed  Fonder 

08/02 

4.750 

A 

1129237 

194 

-401 

-441 

+444 

W»  Wap  ol) 

07/90 

4516 

M 

1009455 

078 

+098 

-097 

+403 

■ a* 

: .- tt:' 

- - •'L  • - 

ffiflD  (Wtorid  BKJ 

02m 

£900 

AM 

101.1319 

593 

+407 

+439 

+074 

Nv  S0i  Wales  Tr 

05706 

6900 

n/a 

1037442 

595 

+096 

+439 

+437 

S.  Ain  Gov  fln 

06/03 

7.750 

AA 

107.1323 

592 

+096 

+078 

+098 

SMC  Amt 

05701 

9900 

o/a 

104S215 

571 

+096 

+422 

+095 

Lartnottg  tain  konehs  DttFTHoattn 

Anted  & tax’s  ittgs  Wte  Lam  nM  sanbaHteiMkai  ted s. 


UK  BONDS 


FTSE  Actuaries  Government  Securities 


Prim  laden 
IKGHs 


Tue  Days  Accrued  xd  ad|  Total  DinOon  % 
Mar  2 dye  % Wared  ytd  Rttom  rsas  YMd  VMgu 


Max-Mod 


Toa  Days  Accruad 
Mar  2 efige  % Hanot 


UK  Indices 

«ad|  Totd  % 

JM  Rattan  MUgN 


1 Up  b 5 yoara  (1$  12063  +0.11  1.73  179  120064  233  468  3478 


Z 5-10  yean  (ID 

3 10-1S  mare  (7} 

4 5-15  jeon  (18) 

5 0w15  years  (4| 

6 Iradesnnbfas  (4) 

7 AJ  stocks  (423 


16140  +069 
183.01  +069 

17135  +069 
22734  +063 

31153  -110 
1B4J8  +068 


166 

233 

267 

243 

161 

228 


166  132068  569 

164  143369  108 

1.14  135266  177 

123  155360  1168 

167  162560  2162 
160  134160  147 


4.77 

4.73 
4.75 

460 

461 

4.74 


3478 

1 

Up  to  5 years  (Z) 

22490 

+091 

292 

090 

1187.38 

1593 

2875 

2 

Over  5 jearap 

25773 

+096 

098 

2.15 

139771 

8477 

1347 

3 

5-15  team  (5) 

24416 

+405 

0.76 

293 

130409 

42.71 

4292 

4 

Orer  is  yaanpq 

27390 

+0.10 

171 

279 

1487.11 

4276 

22.14 

5 

M flactarni 

251 72 

+097 

1.15 

1.79 

1384.86 

10400 

176 

100.00 


YMd  bnHmt  Mar  2 Marl  Ytago 


YHdfedcas  Mar  2 Marl  Yr  ago 


— tafcUoa  OK  — 

Mar  2 Dir  yrs  Mar  1 Yr  age 


— taMtat  SK  — 

Mar  2 Our  yrs  ICr  1 Y7  ago 


5 jre 

490 

493 

670 

10  yrs 

4.72 

4.73 

697 

15  pa 

4.71 

4.71 

491 

20  yn 

4.71 

4.71 

890 

tmed  t 461  4.01  113 

Mod.  IS  yrs  4.72  4.73  102 

Wgh  15  yra  461  461  113 

CmpOD  Bands  Mat  a%-10ML  WJ>  lit  +<  ms  t Rx  fKJB.  |M  rear  b date 
FT  Fixed  Merest  fedcas 

Mm2  Mar  1 FmZ6taiZRt24Vtagi  Hy  Law 

1,197  1,190  11  ^ 11190  ,1<J7  mu  11717  3131  «*d  fetarea  15461  154.45  15463  1S565  15147  130.74  15145  11562 

«SS?iSSl!S3?,»r  ^ ^ Nd. ra+5 PteWHU+msa enra 


Up  to  S jra 

3.14 

231 

215 

0«ar  5 yre 

299 

1371 

210 

5-i5  rs 

216 

9.70 

217 

Owr  IS  yre 

205 

1792 

208 

M Slocks 

214 

11.74 

214 

Mr  2 

life  1 

Fab 

362 

110 

124 

115 

119 


133  132  133 

160  1141  1,90 

169  9.74  169 

160  17.11  160 

161  1166  161 


2J2 

296 

261 

268 

296 


UK  GILTS  PRICES 


_WU- 

Hotsa  W Bte  Pita 2 


Shsrti*  (Um  m to  Dm  tad 

TnsaRKRlMiaSa - - 10DQZ78  +JXE3 

EttlS/apElW} 1120  138  100+190  -6197 

Tims  l^jpc  1099 1038  512  101.1102  -6077 

Tre®  Opel 999 537  +99  1004304  +0134 

cteiiokjKiaos oeo  +K  imesTa  -am 


Uses B'zpc 2000 * US  103  1030735  +0245 

Caw 9pc 2000 86E  49B1Q3J7E5M  +B245 

Tkaaa13pe200D 11.77  +97  lip *73  -Hi 72 

TmttfecHOO 762  491  104.9154  +JBS 

TranFOplln  3001 - - 100  7884  + 0074 

Tress TOpc 2001. — --  915  SB!  1052674  + 0006 

Con  fi+jpeaxn f 065  545  1098234  +6B0G 

Coot  9\pc  2001  — 091  50t  110.7104  +9808 

Tim  7pc  2001 698  492  10S.H81  +1294 

Beh  12te ' 900-2 _i  1290  452  1009000  

C0Q»  lQpc 2KH f 874  AST  II4J6K  +.1S6B 

TttSfecZBB 658  483  1084582  *1+70 

Com  9>2IJC  2002 * 836  407  1136266  +.1S6B 

Tn»aflVpe2ac 846  49+  1152348  -1568 

Ett  9062002, t 792  496  1116058  +.1568 

Dm  9 liJX  2003 $ 8JB  <91  11790BB  +.1588 

Tram Spc  2003 7)3  490  11220+0  +1663 

DnslOpcXm 829  +661206887X1  +.1735 

TIM  131HX1 2000-3  123 1 49D  11I.7M3  +9172 


RmbFMsreiYSsa 

Tub*  0^2003 104  4 SB  107.5980  +.1727 

nmlKapc  2001-4  _ 1094  597  1127715  +1MS9 

Tores HH20M & 310  403  1233867  +1735 

tadng3)uic  199M_  398  4.16  53.7424  -492+ 

cm  91 aseaiM 773  477  I236CM  +.1423 

1tom  Skpe  2004  __  6.12  488  1109280  +.1840 
CmB>»e200S  — 763  48!  1243B0  +.1127 


_52«esK_ 

MW  Lew 


-IM.. 
K Red 


Pitt  £ 


_ 5ZMBk  - 
HKp  Lox 


-YHd„ 

m a 


inn 

10568 

1042* 

10050 

10570 


10092 

10043 

101.11 

B64 

10362 


10444 

113  79 

use* 

10092 

11067 

11088 

111» 

10851 

101.17 

II64F 

10813 

1156* 

11799 

11562 

120.10 

114  74 
12362 
11557 


10181 
KB6E 
11046 
10222 
100 17 
107.11 
10873 
10758 
10071 
10000 
11090 
101.42 
109.78 
111.10 
10067 
11278 
10656 
1154* 
111.80 


Etat  10<aix;  2005 f 

tarn  I2*tfc  2003-5 ... 

7m»Ma*2005 

Cm  91+oe2006 — * 

Treas74ipcanG 

Tress  Bpc  ant-6 

Tram  P-pc  2006 

TteB  I l4|pe  2003-7  jf 

Ttea  8>2pc  2007 

hem  74,  pc  2007 

Trem13*2pc  2004-6  .* 

Treat  9k  2000 

hem  Spc  2009 

TremMpc20n 

Tram  e’+pc  2010 

Cm  Spc  Ln  2011 

Dm  Spc  2012. 


_S2ttak- 

tattaE  *■- 
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CURRENCIES  & MONEY 


Real’s  rapid  fall  threatens  overshoot 


By  Mela  nfe  Carroll 
and  Abn  Beattie 
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The  Brazilian  Real  remained 
under  pressure  yesterday 
sliding  to  a new  low  despite 
central  bank  intervention. 

The  bank  began  to  seU  dol- 
lars at  R$2.io  early  after  the 
Market  opened,  stepping  in 
again  several  hours  later 
when  the  Real  hit  a low  of 
R$2-22. 

It  closed  at  RJ2.15  at  the 
end  of  London  trading. 

Gene  Frieda,  analyst  at  the 
economic  consultancy  4Cast, 
said  the  bank  did  not  sell 
enough  dollars  to  make 
much  difference,  despite  the 
thin  market. 

Mr  Frieda  said  the  govern- 
ment's attempt  to  support 
the  currency  through  mar- 
ket Intervention  would 
encourage  speculative 
attacks  on  the  Real.  He  said 
he  believed  hiving  interest 
rates  at  the  central  bank’s 
meeting  tomorrow  would  be 


more  effective. 

"In  real  terms  interest 
rates  are  negative."  he  said. 

Mr  Frieda  said  the  Janu- 
ary Real  devaluation  had 
been  greeted  by  initial  relief, 
but  the  currency  was  still 
overshooting  and  inflation  Is 
rising  while  the  government 
reserves  are  low. 


■ The  euro  had  a day  of  con- 
solidation yesterday  as  talk 
of  Bundesbank  intervention 
kept  the  currency  propped 
around  $1.09. 

It  dipped  below  the  $l.Q9 
level  during  the  London 
trading  session  but  then 
closed  at  $1,093. 

Rumours  swirled  in  the 
market  that  the  Bundesbank 
had  been  intervening  around 
the  SI  .09  level  to  support  the 
euro.  But  analysts  at  banks 
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close  to  the  Bundesbank  said 
that  the  amount  of  business 
transacted  was  more  consist- 
ent with  commercial  deals 
than  a full-blown  support 
operation. 

Analysts  said  that  there 
were  certain  key  levels  just 
below  si. 09  whose  breach 
might  precipitate  a further 
euro  fall.  “There  are  many 
stories  of  dollar  call  options 
around  51.085.”  said  Mike 
Wallace,  currency  analysis 
manager  at  Standard  and 
Poor’s  MMS.  “If  the  dollar 
breaks  down  through  that 
level,  it  could  accelerate.” 

Ravi  Bulchandani.  senior 
currency  strategist  at  Mor- 
gan Stanley  Dean  Witter, 
said  he  expects  the  euro  to 
stabilise  in  the  short  term 
but  weaken  to  $1.05  in  the 
medium  term. 

“The  euro  will  weaken, 
although  today  was  a con- 
structive, consoli dative  day." 
he  said.  People  were  not 
being  overly  pessimistic 
about  the  euro,  be  added. 

Mr  Bulchandani  said  the 
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euro’s  slight  firming  was 
caused  by  a calming  down  in 
the  US  bond  market,  and 
recent  data  showing  some 
stability  in  the  euro-zone 
economy. 


The  relaunch  of  the  key 
index,  on  the  day  that  the 
Bank  of  England's  monetary 
policy  committee  starts  its 
two-day  interest  rate  meet- 
ing was  keenly  anticipated 
by  the  market,  with  many 
traders  marking  sterling  up 
ahead  of  the  release. 

The  pound  rose  against 
the  euro  and  the  dollar,  clos- 
ing at  the  end  of  London 
trading  at  $1,616  and  £0.676. 

The  new  figures  showed 
average  earnings  at  4.5  per 
cent  in  the  three  months 
centred  on  November,  a 
level  consistent  with  hitting 
the  2.5  per  cent  inflation  tar- 
get in  the  long  run.  Coming 

after  hawkish  comments  by 
Eddie  George,  the  Bank  of 
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■ Sterling  bad  a good  day 
yesterday,  as  the  restored 
average  earnings  data 
increased  the  possibility  of 
interest  rates  remaining  on 
bold  for  the  time  being. 
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England’s  governor,  over  the 
weekend,  the  mood  in  the 
market  shifted  against  con- 
tinued immediate  cuts  in 
interest  rates. 

HThe  main  thing  driving 
sterling  this  week  has  been 
changes  in  relative  interest 
rates,"  said  Jeremy  Stretch, 
currency  strategist  at  Nat- 
West  GFM  in  London.  “The 
average  earnings  numbers 
we  saw  this  morning  don't 
preclude  the  Bank  of 
England  lopping  a bit  more 
off  interest  rates  this  week. 
But  the  most  important 
thing  is  that  the  market  now 
believes  last  week's  interest 
rate  pessimism  was  a bit 
overdone." 

Mr  Stretch  said  that  the 
December  2000  short  sterling 
contract  was  now  pricing  in 
a repo  rate  of  around  5.5  per 
cent. 

"This  is  a big  reversal 
from  the  levels  it  was  down 
to  late  last  year,”  he  said.  “It 
shows  that  5 per  cent  is  not 
the  level  forever  set  for  UK 
interest  rates." 
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FRF  800  000  000  REVERSE 
FLOATING  RATE  NOTES 
DUE  DECEMBER  2003 
ISIN  CODE : XSW46033972 
Foe  the  period  March  01. 1999io 
June  01, 1999 

the  new  rate  has  been  fixed  ar 
10.0785  % PA 
New  paymem  daw ; 

June  01, 1999 
Coupon  nr:  20 
Amount: 

FRF2  575.62  fw  the 
deoominsioaofFRF  100000 
FRF  25  756.17  for  the 
denomination  of  FRF  1 000000 
•THEPMOTALMYWGAtgMr 

SOdETEGEMBALK 
BANK&TUiSTSX 
LI-13,  AVENUE  EMLE  BUTTER 
L^H20  LUXEMBOURG 
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For  lurther  inlorm.itioo. 
please  contact: 


Nina  Kow.ilesvoka 
or  Beatn  Climiel  in  Warsaw 
Tel  Fnx:  +43  22  646  267C  2052 
email:  bcata.climicl.-'FT.com 


Ewa  Pbcack-Nevt-s  in  London 
Tel:  +44  171  373  3723 
Fax:  -44  171  873  3934 
email:  e wa.pl jcack-ncve.v'j  FT. co> 


or  Annette  Pirkotic  in  Frankfurt 
Tel:  -49  69  156  85  163 
Fax:  +49  69  597  944  93 
email;  annette  .pirkovic-  J FT  .com 
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No  FT,  no  comment. 


AUCTION  NOTICE 
UK  GOVERNMENT  EURO 
TREASURY  BILLS 

For  auction  on  9 March  1999 


1.  The  Bank  of  England  announces  the  Issue  by  Her  Majesty s 
Treasury  of  €1,000  mffion  nominal  of  UK  Government  Euro  Treasury 
Bills,  for  auction  on  a bid-yield  basts  on  Tuesday,  9 March  1999.  An 
additional  €50  miffion  nominal  of  BJTte  will  be  aDotled  directly  to  the 
Bank  of  England  for  the  account  of  the  Exchange  Equalisation 
Account. 

2.  The  Btfls  to  be  issued  by  auction  wfH  be  dated  11  March  1999  and 
will  be  in  the  foOowfng  maturities: 

€200  imUJon  for  maturity  on  15  April  1999, 

«50Q  million  for  maturity  on  10  June  1 999  and 
€300  mUHon  tor  maturity  on  IS  September  1989. 

3.  The  auctions  win  be  open  to  anyone  who  wishes  to  apply.  AH 
applications  must  be  made  on  the  printed  appBcaiian  forms  available 
an  request  (mm  the  Bank  of  England  or,  in  the  case  at  the  mariant 
makers  listed  In  the  Information  Memorandum  (as  supplemented),  by 
telephone.  Completed  application  forms  must  be  lodged,  by  hand,  at 
the  Bank  of  England,  Customer  Settlement  Sen/Ices,  Thraadneedle 
Street,  London  not  later  than  10.30  am.,  London  time,  on  Tuesday, 
9 March  1 999.  Payment  for  Bills  aDotted  wffl  be  due  on  Thursday, 
li  March  1999. 

4.  Each  application  at  each  yield  for  each  maturity  must  be  made  on 
a separata  application  form  for  a minimum  of  €500,000  nominal. 
Applications  above  this  minimum  must  be  in  multiples  of  €100,000 
nominal. 

5.  Applications  must  be  matte  on  a yield  basis  (calculated  on  the 
basis  of  tee  actual  number  of  days  to  maturity  and  a year  of  360  days) 
nxmded  to  two  decimal  places.  Each  application  form  must  state  the 
maturity  date  of  the  Bills  for  which  appGcatlon  Is  made,  tee  yield  bid 
and  the  amount  applied  for. 

6.  Notification  still  be  despatched  on  the  day  of  tha  auction  to 
appfcants  whose  applications  have  been  accepted  In  whole  or  in  part. 
For  applicants  who  have  requested  credit  of  Bills  in  global  form  to  their 
account  with  Eurocfear  or  Ce  del  bank.  Bids  will  be  credited  in  the 
relevant  systems  against  payment.  For  applicants  who  have 
requested  definitive  Bills,  Bills  will  be  available  for  collection  at 
Customer  Settlement  Services.  Bank  of  England  after  1.30  p.m.  on 
Thursday,  11  March  1998  provided  cleared  funds  have  been  credited 
to  the  Bank  of  England's  Euro  Treasury  Bills  Accouit  No.  59005516 
with  Lloyds  Bonk  Pic,  Bank  Relations,  St  George's  House. 
PO  Box  787, 6-6  Eastcheap,  London  EC3M  ILL  Definitive  BEs  wBJ  be 
available  In  amounts  of  €10,000,  €100,000,  €1,000,000  and 
€10,000,000  nominal. 

7.  Her  Majesty's  Treasury  reserves  the  right  to  relect  any  or  part  of 
any  application. 

8-  The  arrangements  for  the  auction  are  set  out  in  more  detai  in  the 
Information  Memorandum  on  the  UK  Government  Euro  Treasury  BH 
programme  Issued  by  the  Bank  of  England  on  behalf  of  Her  Majesty's 
Treasury  on  7 July  1998,  and  In  supplements  to  the  Information 
Memorandum.  An  applications  w*  be  subject  to  the  provisions  of  the 
Information  Memorandum  (as  supplemented)  and  to  tea  provisions  of 
this  notice. 

9.  The  €50  million  of  Bills  to  be  allotted  directly  to  the  Bank  of 
England  for  the  account  of  the  Exchange  Equalisation  Accouit  wi  be 
for  maturity  on  16  September  1999.  These  Bills  may  be  made 
available  through  sale  and  repurchase  transactions  to  marital  makers 
In  order  lo  tacfflale  settlement. 

10.  Copies  of  the  Information  Memorandum  may  be  obtained  from  the 
Manager,  External  Debt.  Foreign  Exchange  Division  ai  the  Bank  of 
England  (telephone  number  0171  601  5982).  UK  Government  Euro 
Treasury  Bids  are  issued  under  the  Treasury  Bills  Act  1877,  the 
National  Loans  Act  1968  and  tha  Treasury  Bills  Regulations  1968  88 
amended. 

Baltic  of  England 
2 March  1999 


“ ABEKFOKTH  SMALLER  COMPANIES  TRUST  PLC 

INihe  Pediioa  ptescracd  lo  ike  Court  of  Seam  m 3fth  February  1W>  x the  wemer  erf 
Abarfinnh  Smaller  Companies  Him  pic,  a cunpany  laewporaied  uadtr  ihe  CflWftnBM  Adi 
md  taring  iu  roylwired  office  ■ 14  MriflQe  SOm,  E&daiiyb  tor  conflnnuioa  of  rcduoioa 
of  CffesJ , rwtiaion  of  sJwt  pwtamra  and  raiiaioo  ol  Kafcmpoao  Rncrre,  thr  Coon 


“ifiri  Rtmwy  19W  Lad  Erne 

Tl*  Lord  Onfiwy  ippaliib  the  JMliaa  K>  die  Lmiaixcd  Da  ibc  Wrih  in  ooamm  tarn  mJ  id 
ho  adwnjtcd  oocc  in  die  Edtabugh  Grade  md  once  in  eacli  flTTto  Soounno  and  Auaetol 
Tram  Newtptpan  and  alkm*  oil  ponies  cbhmng  an  arena  to  ledge  Ausucd  ttatto.  ]f  to 
iJviiaL  vndan  21  day*  ata  uch  minanoo  and  fenrtfc, 

BmaUDMuteT" 

of  all  which  Itdlnarinn  fa  bachy  glren. 

BRODIES,  IS  Aduil  Crauxnl.  EdmOujA. 

SoHdianr  foe  PttiriMvra. 


Conferences  & Exhibitions. 


Fot  mote  inior.iv.oon  p«-3sir  call: 
Tel:  +44  171  873  3843 
6:n:  +44  171  873  30« 
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Little  sign  of  relief  seen  for  sugar 


By  Paul  Sohnan 


Sugar  is  set  for  a long  haul 
at  low  prices  as  rising  pro- 
duction and  currency  deval- 
uations among  exporters  are 
likely  to  rnnintaiTi  the  pres- 
sure on  prices. 

Raw  sugar  has  been  trad- 
ing at  its  lowest  for  12  years 
this  week  on  the  Coffee, 
Sugar  and  Cocoa  Exchange 
in  New  York,  and  analysts 
said  yesterday  there  was 
httle  sign  of  relief  for  the 
battered  market. 

The  weak  prices  seem  to 
be  a part  of  a long-term 
trend.  Global  sugar  produc- 
tion has  outstripped  con- 
sumption every  year  since 
1994/95.  Total  output  was 
129.8m  tonnes  in  1998/99 
compared  with  consumption 
of  125.2m  tonnes. 


However,  recent  events 
have  added  further  pressure, 
exacerbating  the  downturn. 
“The  first  drop  in  prices 
came  last  year  on  signs 
there  would  be  a huge  cane 
crop  in  Brazil, " said  Law- 
rence Eagles,  analyst  at  bro- 
kers GNL  “Prices  had  been 
trading  around  9 cents  but 
dropped  to  under  7 cents." 

Brazil's  sugar  production 
rose  to  l&8m  tonnes  in  1996/ 
99  from  16m  tonnes  the  pre- 
vious season,  according  to 
brokers  E.D.&F.  Man,  over- 
taking the  European  Union 
as  the  world's  largest  pro- 
ducer. Forecasts  for  the  1999/ 
2000  season  suggest  the 
country's  sugar  output  could 
rise  again  to  20m  tonnes. 

Part  of  the  production 
increase  in  Brazil  can  be 
explained  by  farmers  plant- 
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lng  more  cane.  But  there 
was  also  a significant  shift 
from  alcohol  production  to 
sugar,  after  a sharp  rise  in 
alcohol  stocks  prompted  by 
deregulation  of  the  market 


Also,  although  sugar 
prices  had  begun  a modest 
recovery  at  the  end  of  last 
year,  Brazil's  currency  deval- 
uation In  January  hit  the 
market  “Before  devaluation. 
Brazil’s  sugar  production 
costs  had  been  running  at 
about  8.5  cents  a pound  in 
dollar  terms.  They're  now 
around  5 cents  a pound,”  Mr 
Eagles  said. 

“Currency  problems 
among  other  big  sugar  grow- 
ers such  as  Australia  and 
Thailand  have  increased  the 
pressure  on  prices,”  he  said, 
adding  that  New  York  sugar 
prices  could  drop  as  low  as 
<L5  cents  a pound  if  Brazilian 
production  continued  to  rise. 

The  availability  of  sub- 
stantially cheaper  sugar  on 
the  export  market  has  forced 
prices  back  down. 


To  make  matters  worse, 
growth,  in  d<>manfi  has  fall™ 
to  below  l per  cent  because 
of  the  economic  problems  in 
Asia.  Russia  and  Latin 
America,  analysis  - firm 
F.O.  Licht  said  yesterday  in 
its  latest  sugar  market 
report.  “If  Brazilian  produc- 
tion and  exports  should  con- 
tinue their  relentless  rise, 
there  is  no  hope  for  remu- 
nerative export  prices,” 
F.O.  Licht  said. 

The  May  contract  for  raw 
sugar  on  New  York's  CSCE 
was  5L95  cents  a pound  in 
late  trading  yesterday,  com- 
pared with  Monday's  close  of 
6.02.  May  white  sugar  stood 
at  $212.5  a tonne  on  the  Lon- 
don International  Financial 
Futures  and  Options 
Exchange,  against  Monday’s 
$213.90. 


Indian  budget  scheme 
to  attract  ‘idle’  gold 


By  Mark  ffidudson  in  New  Delhi 


A gold  deposit  scheme 
outlined  in  the  latest  Indian 
budget  could  bring  into  the 
banking  system  “idle”  gold 
of  up  to  100  tonnes  a year, 
according  to  early  industry 
estimates. 

Under  the  proposed  Gold 
Deposit  Scheme,  selected 
banks  would  be  permitted 
for  the  first  time  to  accept 
gold  deposits  - mostly  jewel- 
lery and  bullion  held  by  indi- 
viduals as  a store  of  wealth 
- against  which  they  would 
Issue  interest-bearing  bonds. 
On  maturity,  the  bonds 
could  be  redeemed  for  the 
weight  of  gold  initially 
deposited. 

Y ash  want  Sinha,  finance 

minister,  announced  the 
scheme  in  last  week's  budget 
as  a measure  to  help  cut 
India’s  high  gold  imports, 
with  a broader  eye  on  the 
rising  pressure  facing  the 
country's  external  accounts. 
India  is  the  world's  biggest 
buyer  of  gold,  officially 
importing  614m  tonnes  last 
year. 


The  new  scheme  is  also 
considered  likely  to  herald 
further  sophistication,  in 
India's  domestic  gold  mar- 
kets, encouraging  banks  to 
lend  the  metal  and  develop 
gold  hedging  instruments. 

Pravinshankar  Pandya, 
chairman  of  the  Gems  & 
Jewellery  Export  Promotion 
Council  in  Bombay,  said  he 
believed  the  scheme  could 
reap  up  to  100  tonnes  of  gold 
a year,  against  current 
annual  demand  of  more  than 
800  tonnes.  Gold  demand, 
including  both  imports  and 
recycled  gold,  rose  11  per 
cent  last  year. 

Mr  Sinha  gave  no  details 
of  likely  interest  rates  or 
tenures  for  the  proposed 
bonds,  but  said  they  would 
be  exempt  from  tax  both  on 
interest  and  capital  gains. 

He  also  made  no  estimate 
as  to  how  much  gold  the 
scheme  might  glean  from 
Indians,  who  for  generations 
have  cherished  the  metal  as 
a safe,  portable  store  of 
wealth  - notably  in  rural 
areas.  He  only  said  he  was 
confident  of  bringing  large 


quantities  of  such  gold  into 
the  system  through  the 
banks.  “Domestic  demand, 
the  demand  from  jewellers, 
this  is  something  we  could 
meet  out  of  a gold  stockpile 
that  we'll  be  able  to  create," 
he  said  after  the  budget 

Industry  associations  said 
the  success  of  the  scheme 
would  depend  entirely  on 
the  bonds'  interest  rates  and 
the  success  of  banks  market- 
ing the  scheme.  Many 
Indians,  particularly  in  rural 
areas,  hold  gold  and  jewel- 
lery out  of  suspicion  of 
financial  Institutions. 

There  is  no  accurate  figure 
on  the  amount  of  gold  in  the 
country,  but  estimates  range 
between  8,000  and  15,000 
tonnes. 

By  way  of  some  precedent, 
a one-off  gold  bond  scheme 
launched  by  the  Reserve 
Rank  of  India,  the  central 
bank,  in  1993  attracted  41 
tonnes  of  gold,  based  on  a 
five-year  bond  bearing  2 per 
cent  interest 

However,  the  new  scheme 
would  differ  by  offering  a 
continuous  deposit  service. 


Indians  cherish  gold  as  a safe,  portable  store  of  wealth 


while  also  forcing  banks  to 
earn  from  the  recovered  gold 
enough  to  service  the  inter- 
est payments. 

The  latter  Is  seen  as 
encouraging  gold  lending  to 
jewellery  makers  and  even- 
tually to  the  creation  of 
hedging  instruments  and  - 
other  gold-based  financial 
products. 

India's  gold  and  silver 
imports  surged  in  official 
accounts  from  $936m  during 
the  first  nine  months  of  the 
last  fiscal  year  to  $3.3bn 
between  April  and  Novem- 
ber 1998,  chiefly  resulting 
from  the  government's  deci- 
sion in  November  1997  to 


permit  it  financial  institu- 
tions legally  to  import  and 
retail  the  metaL 

However,  concern  over 
surging  gold  imports  led  the 
government  to  raise  gold 
duties  in  January,  a move 
criticised  for  reviving  the 
smuggling  of  gold  - the  very 
thing  the  earlier  decision  to 
allow  banks  to  import  the 
metal  was  designed  to  curb. 

World  Gold  Council  offi- 
cials in  Bombay  say  the  rise 
in  duty  has  already  led  to 
shrinking  imports  in  gold 
centres  such  as  Ahmedabad, 
western  India,  noting  also  a 
surge  in  imports  to  Nepal, 
where  the  duty  is  lower. 


MARKETS  REPORT 


By  Pad  Sohnan,  Gffian 
O'Cmmor  ami  Robert  Corona 


Cocoa  futures  dropped  to  a 
new  low  on  the  London 
International  Financial 
Futures  and  Options 
Exchange  yesterday. 

Traders  said  the  market's 
continuing  weak  fundamen- 
tals had  prompted  a bout  of 
spuing  on  the  back  of  similar 
moves  in  New  York.  The 
benchmark  May  contract 
closed  at  £862  a tonne,  £34 
below  Monday's  close. 

Robusta  coffee  futures, 
meanwhile,  rose  for  the  sec- 
ond day  in  a row  on  signs  of 
a possible  tightness  in  sup- 
plies. The  May  contract 
closed  at  $1,795  a tonne,  $47 
higher  than  Monday’s  finish. 

Colombia,  the  world's  sec- 
ond largest  producer,  said 
the  1998/99  crop  was  likely  to 
be  lower  than  expected 
because  of  heavy  rain  in  the 
main  coffee  growing  region. 

On  the  London  Metal 
BxchangB,  zinc  was  notably 
firm.  Technical  analysts 
were  encouraged  by  Mon- 
day’s “golden  cross”,  which 
arises  when  the  short-term 
moving  average  crosses  up 
through  the  longer-term 
moving  average  when  both 
have  recently  started  to  rise, 
and  is  considered  one  of  the 
more  reliable  indicators  of  a 
change  in  trend. 

Prices  are  now  back  to  last 
August’s  levels  but  many 
say  they  may  struggle  to  rise 
further  while  other  metals 
stay  weak. 

Oil  prices  firmed  yesterday 
after  it  emerged  that  the  dis- 
ruption to  Iraqi  oil  exports 
through  the  pipeline  to  Tur- 
key after  attacks  on  two 
affiliated  communication 
centres  could  be  prolonged. 

Brent  Blend  for  April 
delivery  was  $1090  a barrel 
in  late  trading  on  London’s 
International  Petroleum 
Institute,  up  17  cents  from 
Monday’s  close. 


NEWS  DIGEST 


SHIPPING 


Baltic  Exchange  to  launch 
index  for  capesize  vessels 

The  Baltic  Exchange,  the  London-based  international 
shipping  market,  is  launching  a new  index  of  freight 
routes.  The  Baltic  Capesize  Index  (BCI)  will  track  the  rates 
tor  capesize  vessels,  the  largest  dry  bulk  cargo  vessels,  _ 
which  carry  commodities  such  as  iron  oris,  coal  and  gram. 

The  BCI,  to  be  pubfehed  daily  from  next  month,  Is  part 
of  a shake-up  of  the  exchange's  indices,  which  saw  the  ■ 
launch  In  December  of  the  Baltic  Panamax  Index  of  medi- 
um-sized dry  cargo  routes.  The  Baltic  Handy  Index,'  which 
tracks  smaller  dry  cargo  vessels,  will  also  be  published 
dafly  from  need  month  instead  of  the  current  twice  weekly. 

The  Baltic  Freight  Index  (BF1),  which  Includes  both  pana- 
max and  capesize  vessels,  wiH  cease  to  be  compiled  after 
October  this  year.  The  BF1  will  be  unnecessary  as  we . 
now  have  three  separate  indices  for  the  three  main  types 
of  dry  cargo  vessel,'  Jim  Buckley,  chief  executive  of  the 
Baltic  Exchange,  said  yesterday.  However,  he  added  that 
the  exchange  would  probably  launch  a composite  index 
representing  all  three  sizes  of  vessel. 

The  indices  provide  indicators  of  rates  for  moving  car- 
goes on  the  main  sea  routes  and  are  used  to  settle  freight 
futures,  such  as  the  London  International  Financial  Futures 
and  Options  Exchange’s  Biff  ex  contract  Paul  Sol  man 

METALS 


LG  Group  to  sell  offshoot 

South  Korea's  LG  Group  is  to  sell  one  of  Its  most  troubled 
businesses,  debt-heavy  LG  Metals,  to  a new  50:50  Joint 
venture  with  Japan's  Nippon  Mining  and  Metals  for' 
$638m.  The  deal,  expected. to  be  finalised  by  mid-year,  . 
would  create  one  of  the  world's  largest  producers  of  cop- 
per cathodes  with  annual  output  of  900,000  tonnes. 

The  Joint  venture  is  expected  to  increase  Nippon  Min- 
ing's ability  to  set  prices  in  the  world  copper  market  Nip- 
pon Mining  will  form  a consortium  with  Mitsui  Mining  and 
Smelting  and  Marubeni  Corporation  for  the  deaL  . .... 

LG  has  been  setting  stakes  in  businesses  to  foreign  part- 
ners to  reduce  its  debt/equrty  ratio  to  200  per  cent  by  the 
end  of  tills  year.  The  new  joint  venture  would  include  LG 
Metals’  core  copper  smelting  and  refining  operations  In 
Korea.  LG  Metal  also  agreed  to  transfer  its  waiting  capital 
to  the  Joint  venture  for  an  additional  charge,  which  would 
raise  the  value  of  the  deal  to  $8 00m.  John  Burton,  Seoul 


WOOL 


Australian  exports  fall  30% 

Australian  wool  exports  fell  almost  30  per  cent  in  the  year 
to  January  according  to  Wool  mark.  In  terms  of  value, 
exports  fed  by  29  per  cent  to  A$2.8bn,  while  in  volume 
terms,  exports  declined  20.4  per  cent  to  534.9m  kg.  In 
greasy  equivalent  terms,  exports  dropped  19.4  per  cent  to 
632.8m  kg.  China  remained  the  largest  export  market  for 
Australian  wool,  taking  117.6m  kg,  down  22.4  per  cent 
from  the  previous  year.  Reuters,  Sydney 
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COMMODITIES  PRICES 


BASE  METALS 
LONDON  METAL  EXCHANGE 

(Prices  komAmrigaintod  Motel  Trading) 
H AllBMilM.flft7PWrr(Spgtanri8) 


Precious  Metals  continued 

■ GOD-  C0MEX  {MO  Troym;  Sflnqr  art 


Sett  ttty* 


Opta 


Cash 

3 aha 

Oose 

1147-8 

1169-70 

Ftetous 

11585-595 

11705-795 

Hvaviow 

117371164 

AM  Oflldri 

1143-44 

1165-655 

Kerb  don 

1189-70 

Open  it 

301538 

Totri  daly  tunawr 

84.884 

M Aiinnw  ALLOT  (5  pot  tonne) 

Ctosa 

998-1003 

1025-27 

Prariouc 

1008-13 

1036-38 

HlgWtaw 

103071 025 

AM  ORIcW 

998-1000 

1025-27 

ihrtdwe 

1028-30 

Opon  mt 

8507 

Total  iter  tonawr 

2,741 

■ LEAD  (5  per  mme) 

Ctosa 

5145-55 

5145-55 

Piwtoua 

SIM 

5158 

riritaw 

519/512 

AM  OWcia 

512-13 

513-135 

Knt  don 

519-20 

Open  lot 

37.489 

Trial  daly  tunoiri 

10412 

M MOB. (Spar tana) 

Ctosa 

4855« 

492D-2S 

Previous 

4825-35 

4885-95 

hOfjMow 

494074870 

AM  Offlcori 

4840-50 

4890-95 

Kate  ctosa 

4825-30 

Open  taL 

73,374 

Trial  driy  tonner 

14,768 

■ TDI  (S  per  unet 

Oose 

5415-20 

5345-50 

Pratous 

5390-400 

5320-30 

MgMow 

5346/5300 

AM  Offldal 

5400405 

5330-35 

Kerb  dote 

5340-50 

Open  bit 

21.405 

Tool  Mr  bmorar 

4562 

0 ZMX  UMriri  high  grads  (S  par  toraia) 

dose 

1055-56 

10625-35 

Previous 

1044-45 

1050-61 

V WIT 

10657046 

AM  Oflldri 

10465-470 

1055555 

Kali  dosa 

1064-5 

Open  tot 

99.675 

Trial  daly  tanner 

18581 

M COPPER,  (pads  A 8 per  tans) 

Oose 

13705-15 

139597 

Prnuua 

1365-66 

1391592 

tegiirtora 

138971381 

AM  Otedal 

1355-S5 

1381-81.5 

Kate  doaa 

1388-9 

Open  it 

17TJM8 

Total  dafly  tamow 

48,005 

M UK  AM  Officte  ES  rate  15092 

UK  Ctoilnc  V*  rate:  15148 

price  changa  High 

low 

voi 

M 

Mar 

2865 

- wan 

2860 

2 

59 

ter 

2885 

+05  2905 

287j4  21.678 

108k 

Jm 

+03  2925 

2890 

2517  24.636 

teg 

2915 

+03  263.7 

2925 

307 

7.194 

Oct 

2917 

+05  2938 

2935 

53 

2088 

DOC 

2955 

- 2975 

2950 

BOO  12084 

Tote 

2S0321820B 

M PLATHUM  NYMEX  (50  Tray  ou  S/tray  azj 

Apr 

3752 

-38  3700 

3745 

1501  14,023 

Jri 

3735 

-35  3700 

3710 

153 

2.792 

Oct 

3728 

-25  3720 

3720 

13 

062 

ToU 

1067  17581 

M PALLADUM  HYNEX  (100  Pay  ol;  Slbuy  art 

tor 

35350 

+250  35200  347 J» 

140 

392 

Jm 

35155 

+355  35200  34500 

14Q 

2,473 

Ste 

34455 

+355 

- 

- 

131 

Tate 

318 

3,137 

■ sura  C0WX(5jD0Q  Tibi  otiCaWkDr  art 


Mar  5518 

Mqr  5515 

Jri  552.0 

Sap  5409 

Dae  945.7 

Jm  545.4 

Total 


ENERGY 

H CRUDE  0B.  MTKX  fl  .000  hards.  Sftairi) 


Spot  lilllals  1£12B G B0EC  iJStZS  Brats  19142 


M HI  HI  BUDE  COWER  tCOREQ 

Sett  Daft  Ope" 

price  change  High  Lora  Yol  bit 

liar  62.15  *43-55  6135  61.30  1JB73  3.964 

Apr  6255  +050  B2.7D  62.05  33  3,671 

May  63.00  +050  6120  6150  4533  41.220 

Jtn  63.45  +050  6140  6130  12  1594 

Jd  6175  +050  6175  6250  316  9,551 

tag  64.10  +050  64.00  64.00  34  1.415 

Total  6581  78,666 

PRECIOUS  METALS 

■ LONDON  BULUCM  HAHUTT 

(Pitas  appfcd  Mr  H H RttftBdH 

GoUfTray  az)  S pita  E eqdv  S*  eqdv 

Qasa  287 .90-31 4U 

Opening  280-28650 

Marring  Ot  286.400  178.1®  261235 

Afternoon  ft*  286250  17670#  2B3-9B9 

Day'*  Hgh  28800-28930 

Day's  Low  28800-2964(1 

Previous  dost  28550-28610 

loco  Ldn  lloan  Grid  Landtag  Rate  (lb  USS) 

1 month 453  6 mrths .457 

2 mourns A2 0 12  morris 175 

3 mono*  — — — #.16 

Star  R*  pftniy  02.  US  ds 

Spot  340.79  54950 


Latest  001*1 

0pm 

pita  change  Hgh 

Law 

Vri  tat 

12.48 

+4L24 

1252 

1218  43553  11711 

May 

1253 

+023 

1255 

1236  16,669  7350# 

Jm 

12J3 

+021 

1273 

1259  11.970  55.881 

Jri 

1250 

+0.16 

1282 

1270 

2146  27.859 

teO 

1292 

+0.17 

129# 

1280 

1223  19542 

S*P 

1303 

+0.18 

1355 

1295 

212  13513 

Tttri 

08548584584 

M CRUDE  IHL  PE  (S/barrri) 

6pm 

Data 

Open 

prta  dnaaga  IBgh 

Low 

Vri  H 

ter 

1001 

+0.18 

1055 

1053  15.921  55,438 

MW 

11X8 

+0.18 

11.10 

1051  10571  52587 

JUB 

1154 

+0.16 

1126 

1190 

3234  39506 

Jri 

11.40 

+0.16 

11.40 

11.16 

362  16530 

Aug 

H55 

+017 

11.55 

11-36 

600  6252 

Sep 

11.66 

+013 

1156 

11.46 

®0  5.553 

Trial 

ate  ate 

M HEATING  OL  NYMEX  (42000  US  gate;  crtJS  gate) 

Latest 

Data 

Open 

ptoi  change  ifigb 

Low 

Vri  fait 

Apr 

3240 

+4  46 

3250 

3157  10,117  45,601 

May 

32S5 

♦0.45 

33.00 

3250 

2322  19,837 

Jm 

33.40 

+055 

3355 

3350 

764  19JQ5 

Jri 

34.10 

- 

3425 

3450 

475  12428 

Aug 

34.75 

- 

36 

3450 

616  0558 

Sap 

3550 

+045 

35.00 

3550 

106  6535 

Totri 

18,137150501 

M GAS  00L  PE  (S/tane) 

Salt 

Oaf ■ 

price  changa 

Mgh 

Low 

Vri  M 

Hr 

9725 

-025 

9BS0 

95.75 

6267  22582 

Apr 

97.75 

♦025 

98.75 

9BJH 

5543  25507 

May 

9950 

♦0  50  100.00 

9750 

2580  14.740 

Jm 

101.50 

+0.75  10200 

99.75 

1.059  11759 

Jri 

10400 

♦1.00  104JX)  10200 

1Z5  5.B39 

Aug 

10650 

♦125  10B25  10600 

24  5533 

Tote 

16500129557 

■ NATURAL  GAS  PE  (1000  Urns  peace  par  fflenw 

Mar  9590  -0.010  1300  1250  190  1770 

Apr  6.190  -0520  1200  12180  50  2550 

Total  445  2252S 

■ NATURAL  BAS  NYMEX  (10500  rat »U4  SlmriBu 


Day*  Opon 

mica  change  Hgh  Low  Hri  M 

Apr  1.700  -0501  1725  1585  37573  61951 

May  1730  -0.001  1750  1.700  7,727  21477 

Jkai  1760-0.001  1780  1.740  1560  20810 

Jri  1500  - 1515  1.775  1534  11691 

Aug  1.040  -1001  1555  1520  2.058  14703 

Sqp  1580  - 1595  1570  1.715  15733 

Tetri  64^07280327 

M WflFAIffP  BASWWrF 

KYN0C  (42500  US  gate:  c/USgafcJ 


I man 

-2/-  6omta_ 

- - -3/- 

ter 

-37-  12  AwttB 

M- 

Hay 

3 mnrim  .... 

Jm 

6rid  dotes 
Krugerrand 

Nw  Sovereign 

t prta 

290-29# 

68-72 

£ eqriv. 
179-182 

42-45 

Jri 

Aug 

sap 

Total 

Latest  Day% 

price  mange  Ugh  Lew 

3870  +0.42  3135  37.40 
3140  +055  3150  3880 
40J0  +077  4030  3190 
#105  +037  41.10  4080 
4080  - 41.35  4090 

4140  - 4140  4130 


Oppn 
Hot  tot 
10721  42709 
2.384  20.412 
? 593  18781 
1.B24  16.506 
597  4.357 
340  3.795 
28,1431 147S 


GRAINS  AND  OIL  SEEDS 

M WHEAT  LffFE  (100  tomes;  E per  tonne) 


SOFTS 

■ COCOA  UffE  (10  tanas;  Btanal 


MEAT  AND  LIVESTOCK 

M UW  CATTLE  OAE  (4QQ00IM:  ccrbritiel 


Sea 

Data 

0pm 

Salt 

Dqte 

0P*n 

Sett  Day* 

QPM 

prta  changa 

Mte 

Lora 

Vri 

fa* 

pita  changa  Mgh 

Lora 

Vri  tat 

Prta  changa  Iflgk  Lora 

Vri 

tat 

Mar 

7250 

+0.50 

7250 

7250 

27 

85 

Mar 

886 

-30 

900 

875 

128  5562 

ter 

87.700-0550  88450  87550  6504 

54577 

■toy 

7425 

+025 

7425 

7150 

69 

1487 

Mm 

883 

-35 

900 

882  4,958  50596 

Jm 

65.450  -0575  65500  65225  2,735 

31.450 

Jri 

7625 

+050 

7540 

7540 

10 

1270 

Jri 

882 

-33 

916 

883 

450  11911 

teg 

61850-0250  64200  63525 

709 

14584 

Sap 

7450 

♦0.75 

_ 

- 

- 

191 

Sap 

902 

-31 

935 

901 

4E  30218 

Oct 

65525-0.100  65525  65450 

459 

9556 

Mo* 

7650 

+0.75 

7650 

7550 

IB 

2579 

Dm 

926 

-28 

955 

927 

630  25273 

Dae 

B6275  -02DO  67225  66500 

134 

3510 

Jm 

7850 

_ 

7850 

7750 

_ 

431 

Mar 

946 

-30- 

875 

944 

238  17,753 

Mi. 

67550-0550  68.450  68500 

55 

816 

Total 

161 

8,188 

Trial  . 

11,116188233 

Trial 

10548  1145*3 

- 5595  5325  916  4,723 

- 5500  5295  12753  57.685 

- 5575  5300  662  16.967 

- 555.0  5407  244  4776 

- 5500  529 J)  119  0306 

11 

14722  90869 


■ WHEAT  CBT  ROOBw  mta  caattCM)  bahri 

tar  25375  +8.75  25400  245.00  11738  10.608 

Mar  26375  +100  26400  255.50  19.454  50045 

Jri  27150  +875  Z747S  26575  16791  50603 

Sep  28400  +175  2849  27600  637  5752 

0k  298.50  +850  29800  29100  602  7,320 

Mar  30750  +1150  29150  29100  74  2030 

Tetri  48787  129097 

M MABE  COT  pjffl  In  lift  PMtofiW)  liriwl 

Mm  21075  +4.00  21175  20500  14.489  22768 
MOV  21575  +4.50  21650  21175  35540142038 
Jri  22275  +5.00  22300  21175  10.769 105721 
Sap  22175  +450  Z29J5  22550  3001  24.785 

UK  23825  +425  23950  234.75  8008  64.948 

MW  24800  +425  248.75  241.75  408  7216 

Total  72,780  JJ188B 

M BARLEY  UFFE  f100  tonnes;  £ per  torn# 


M COCOA  CSCE  (10  tomes;  S/tomra) 


M LEW  HOGS  DUE  HlOdOtos:  cantsflai 


Mra 

7175 

-050 

7525 

7525 

11 

67 

May 

7175 

-0.50 

7175 

7175 

ID 

1B3 

Sap 

7150 

-025 

- 

- 

- 

35 

HOT 

7525 

-025 

75.75 

7550 

20 

278 

Jm 

Triri 

77.re 

-025 

- 

“ 

» 

20 

SB3 

■ SOYABEANS  CHI  (5  J006a  Mt  cmsfiOb  taftcB 

Mar  46250  +BO0  46450  45450  6.934  7560 

Illy  47150  +850  47350  46275  32768  60,796 

Jri  48000  +875  481.75  47150  1425  44,475 

teg  48350  +875  485.00  47550  1538  14033 

Sap  48600  +125  48650  47750  442  #082 

No*  43175  +7.50  49500  484.75  4.335  25,043 

Totri  54073  WM 

■ SOTABEW  ON-  CBT  (60,Q0ttPg  cafc/W 

Mar  1025  +055  1830  17.68  7726  4.643 

Hay  1854  +050  1855  1752  16571  54594 

Jri  1854  +153  1858  1023  3501  33538 

Aug  1859  +052  1905  1145  781  7785 

Sep  19.10  +049  19.18  1851  891  7.032 

Oct  TS25  +055  19.18  18.70  592  476? 

Total  31588  138700 

■ STOMAS  MEAL  CBTtlOO  tore;  Step) 

Mar  125.7  +08  1205  1239  1054  8.768 

May  1212  +09  1297  1267  19781  47.534 

Jol  1384  +07  1314  1205  4952  38588 

Aug  1320  +18  1332  1305  775  11.003 

Sep  1316  +1.0  1345  1329  130  9.107 

OcJ  1355  +10  136.0  1335  594  4,144 

Trial  29902 131,751 

M POTATOES  LFFE  (20  Ernes  £ par  tonne) 

Apr  2790  -90  2840  275 5 73  1538 

May  31700  -160  3410  3410  17  29 

Jen  3270  -160  - 

NO*  810  - - - - 3 

■tar  1150  _____ 

Total  73  2JQa 

M BBGHT  inarm  LITE  (SIOAnOOx  eoW> 

Mar  965  -40  1010  965  46  201 

Apr  985  -26  1000  975  104  905 

Jri  850  -10  894  880  43  563 

OcJ  942  - 941  940  - 368 

Jan  985  - 1000  995  10  29 

Trial  156  lore 

C tea  Prov 
BH  979  979 

PULP  AND  PAPER 

M PULKXOMU  mss 24  airriy  inns) 

Sail  Days  Opaa 

prta  change  Ugh  Low  Vd  M 

Mr  39500  -100  395.00  39300  21  260 

Jm  419.00  -5  00  41900  41000  17  329 

Trial  38  862 

FUTURES  DATA 

AS  turns  data  sappBed  py  CMS 


Tea  Iran  the  Tea  Brokers'  Association 
Mombasa  Them  was  a good  demand. 
Apart  from  a taw  selected  hnes.  brighter 
BPl's  were  irrauiarty  easier.  Medium  how- 
ever sold  at  firm  to  dearer  rales  Neuter 
lower  medhjrn9  were  3 few  cents  (fearer 
but  flbreus  aana  war*  easier  and  often 
neglected-  Plainer  sorts  ware  easier. 
Brighter  PFl'a  were  Irregriarty  easier  wWi 
cotaury  mediums  ovaral  barely  steady  la  a 
little  easier.  Ugftter/Mghter  and  lower 
medium  types  however  appreciated  by 
about  3 lo  15  cents.  Plainer  sorts  sold  a 
Ibm  lo  dearer  rates.  Some  selected  Rnes  of 
brighter  p.  dusts  showed  substantial  gates 
but  others  said  at  faraorirav  rector  rataa.  I 


Mar 

1223 

-56 

12B5 

1223 

66 

668 

ter 

41050-0425  41750  42JB5  1797 

16,772 

Km 

1241 

-48 

1295 

1239  4232  34,782 

Jm 

54225-0,625  SJKU  54.875  2,170 

10.101 

Jri 

1265 

-45 

1317 

1261 

481  11599 

Jut 

55275-0275  56250  55.400 

426 

4J237 

Sep 

1282 

-44 

1340 

1290 

413 

6228 

teg 

55.650  -0275  58700  55.600 

242 

1903 

Dec 

1329 

-44 

1375 

1330 

534 

5249 

Oct 

54-800-0450  55250  54J50 

168 

4,499 

Mar 

1387 

-44 

1385 

1385 

569 

8.428 

DOC 

H.150  -0225  55.450  55.150 

55 

1155 

Triri 

7,167  OUK 

Total 

8(898 

42J67 

N COCOA  (CC0)  (SOR's/tame) 

H Ptm  BHJMS  ac  HOjnataK  Caris/BB« 

Hw  1 Pita 

IMr 101751 

M cons  UFFE  IS  bones  Morn) 
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CROSSWORD 

No"9"928  Set  by  Cl  NEPHLLE 


IC  has  the  same  meaning  wherever  it  occurs  in  the 
does;  ICs  are  different  in  English  (or  in  the  case  of  11 
French).  Solutions  may  be  In  either,  and  claes  do  not 
necessarily  lead  to  the  version  to  be  entered  In  the 
diagram. 


ACROSS 

1 IC  for  writing  on  eggs  (6) 

4 TUCs  involved  with  a spy 
- so  what’s  new?  (5-3) 

9 1C  guy  I left  inside  (6) 

10  IC  girl  (8) 

12  Company  swallowed  by 
wealthy  Parisian  has  time 
to  bounce  back  (8) 

13  Stop  and  speak  about 
Greek  island  do  (6) 

15  Highly  strung  predator?  (4) 

16  Originally  a lot  of  races 
went  round  trees  <2£) 

20  View  of  relation  sur- 
rounded by  vegetable  (7) 

21  Song  with  a melody  back- 
ing (4) 

25  IC's  mother  upsetting  aunt 

(6) 

26  Concern  with  rates?  i8J 

28  Offering  of  freedom  IT  the 
Qaeen  is  included  t8) 

29  IC  in  love  on  a hill  (6) 

30  Ideas  or  politicians  with 
explosive  contents  (8) 

31  From  right  to  left  I cut  an 
IC  (6) 

DOWN 

1 Euro-politician  overturned 
and  damaged  table  (S) 

2 Tactful  lie  acted  out  (8) 

3 IC  giving  directions  in 

wrongdoing  (6) 

5 Bad  guy  entertaining  nov- 
ice - 1 don’t  like  the  look  of 
it  (4) 


G Teacher  to  bill  America  for 
IC  - this  is  also  in  America 
(8) 

7 Chinese  part  of  Switzerland 

(6) 

8 IC.  river  of  council  (6) 

11  IC  people  with  quality  f7) 

14  IC  - parts  of  beast  - 54  - 
golden  number  (7) 

17  Speak  in  a rage  - speak 
after  putting  up  records  (8) 

18  Deliver  Shakespeare  from 
power  of  choice  (4,4)  . 

19  Notes  on  truth  are  divisive 

(8) 

22  A cross  on  a cross  forms  a 
charm  <G) 

23  Sailor  among  French 
articles  isn't  himself?  (6) 

24  IC  taking  up  English  river, 
for  example  <6) 

27  IC,  the  end  of  the  road  (4) 
Solution  9,927 
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For  solutions  to  today’s  crossword  call  0906  843  0060. 
Calls  cost  60p  a minute- 
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LONDON  STOCK  EXCHANGE 


Footsie  limps  forward  ahead  of  rate  decision 


HSEAB-Share  index 
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MARKET  REPORT 


By  Steve  Thompson, 

UK  Stock  Market  Editor 


London's  equity  market 
remained  dogged  by  uncer- 
tainty over  the  outlook  for 
UK  and  US  interest  rates 
yesterday,  spending  most  of 
the  morning  session  in  nega- 
tive territory. 

After  an  afternoon  tussle 
between  bears  and  bulls,  the 
FTS£  100  index  settled  a net 
0.4  firmer  at  6,061.3.  At  its 
best.  Footsie  posted  a 28.7 
gain  while,  at  its  lowest  ebb 
around  lunchtime,  it  was 
down  more  than  27  points. 


Wall  Street  did  its  best  to 
invigorate  a flagging  London 
market,  with  the  Dow  Jones 
Industrial  Average  following 
up  Monday's  18-point  rise 
with  an  80-point  gain  30  min- 
utes after  the  London  close. 

Increasing  the  market's 
early  discomfort  was  the 
decision  by  Merrill  Lynch, 
one  of  the  most  powerful 
influences  in  global  markets, 
to  lop  200  points  off  its  end- 
1999  FTSE  100  target,  from 
6.300  to  6,100. 

Merrill's  strategy  team 
cited  the  recent  rise  in  bond 
yields  as  imposing  valuation 
strains  on  its  previous  fore- 
cast. US  bond  yields  have 


been  moving  significantly 
higher  In  the  past  few  weeks 
amid  concerns  that  the  con- 
tinuing rapid  pace  of  eco- 
nomic growth  might  push 
the  US  Federal  Reserve  into 
nudging  US  rates  higher. 

Khuram  Chaudhry  at  Mer- 
rill insisted:  “We  have  not 
turned  bearish  on  the  Lon- 
don market  which  globally  is 
still  attractive.” 

Hie  next  meeting  of  the 
US  Federal  Reserve’s  open 
market  committee,  which 
determines  interest  rate  pol- 
icy. takes  place  on  March  30. 

Dealers  in  London  said 
there  was  increasing  ner- 
vousness over  the  outcome 


of  the  two-day  meeting  of 
the  Bank  of  England’s  mone- 
tary policy  committee  which 
finishes  this  morning.  The 
committee's  decision  will  be 
announced  at  noon  today. 

The  general  feeling  was 
that  the  committee  would 
leave  rates  on  hold  for  the 
time  being,  having  cat  for 
five  consecutive  months, 
although  some  still  expect  a 
25  basis  points  reduction. 

Tuesday’s  Budget  was  also 
seen  as  causing  increasing 
nervousness.  The  strategy 
and  economics  team  at  ABN- 
Amro  took  the  view  that  the 
Budget  “is  likely  to  be  a 
micro-economic  affair". 


It  added:  "We  expect  a 
broadly  neutral  package 
with  the  focus  on  piecemeal 
tax  changes  designed  to 
progress  towards  the  chan- 
cellor's pet  aspirations:  a 
'fairer  society*  and  boosting 
enterprise  and  productivity 
growth". 

A clear  illustration  of  mar- 
ket uncertainty  was  the  per- 
formance of  the  banks. 
Heavily  sold  on  Monday, 
Royal  Bank  of  Scotland  fig- 
ured in  the  top  three  per- 
formers in  the  FTSE  100  yes- 
terday, with  good  perform- 
ances also  forthcoming  from 
Lloyds  TSB  and  NatWesL 

There  was  a more  positive 


feel  to  the  midcaps,  with 
many  of  the  housebuilders  - 
notably  Beazer.  Wilson  Bow- 
den and  WImpey  - racing 
ahead  just  before  the  close, 
despite  the  uncertainty  over 
UK  interest  rates.  The  250 
index  finished  18.9  higher  at 
5,277.3,  its  eighth  straight 
winning  performance. 

The  FTSE  Small  Caps,  on 
the  other  hand,  were  a disap- 
pointment. the  seven-day 
sequence  of  gains  finally 
grinding  to  a bait. 

The  FTSE  Small  Cap.  in 
negative  territory  through- 
out the  session,  closed  2JZ  off 
at  2,276.3.  Turnover  was 
966.4m  shares. 
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Alliance 
talk  aids 
Reuters 

COMPANIES  REPORT 


by  Peter  John,  Joel  Kiiazo 
and  Martin  Brice 


Reuters  Gronp  benefited 
from  a news  report  that  it  is 
holding  talks  with  two  US 
stock  exchanges  about  possi- 
ble alliances.  The  shares 
gained  l7Vi  to  862Vzp. 

The  global  news  arid  finan- 
cial information  company 
confirmed  yesterday:  “We 
have  an  ongoing  dialogue 
with  both  organisations 
(Nasdaq  and  the  New  York 
stock  exchange)  at  a senior 
level  on  a range  of  subjects." 

The  discussions  focus  on 
the  role  of  Instinet.  Reuters' 
electronic  broking  arm.  in 
any  global  expansion  for  the 
US  exchanges. 

Instinet  already  represents 
15  per  cent  of  Reuters'  reve- 
nue and  some  brokers  argue 
that  any  alliance  could  cata- 
pult the  business  to  a differ- 
ent level. 

Brian  Newman  of  Hender- 
son Crosth waite  commented: 
“Instinet  is  technically  a bro- 
ker but  it  Is  beginning  to 
look  more  and  more  like  an 
international  order-driven 
exchange  in  its  own  right.  It 
would  be  an  obvious  partner 
for  the  NYSE." 

Any  move  would  put  pres- 
sure on  European  exchanges 
which  have  been  examining 
ways  to  extend  and  harmon- 


ise trading  hours  in  order  to 
fight  the  threat  of  a globally 
accessible  US  market  open 
throughout  the  European 
and  Aslan  trading  day. 

The  London  Stock 
Exchange  is  considering 
starting  at  8am,  having  only 
recently  put  back  its  opening 
to  9am.  . 

Sellers  gained  tbe  upper 
band  in  Colt  Telecom  leav- 
ing the  shares  trailing  50% 
to  £11.36%  in  trade  of  2.7m. 

The  team  at  Charterhouse 
Tilney  yesterday  advised 
investors  to  reduce  holdings. 

A note  to  clients  said: 
“Colt’s  1998  results  were 
overshadowed  by  another 
request  For  cash  just  eight 


months  after  the  last.  In 
addition,  the  move  to  link 
the  local  operations  across 
Europe  diminishes  some  of 
the  strategic  appeal  to  any 
potential  bidder  seeking  to 
implement  such  synergies 
themselves." 

They  added:  “Colt  is  a well 
managed  business  but  Is 
trading  well  above  our  fun- 
damental value  of  920p.  Tele- 
coms fever  has  now  taken 
over  and  this  level  of  pre- 
mium is  hard  to  justify." 

Arriva  reacted  positively 
to  the  performance  by  new 
chief  executive  Bob  Davies, 
although  the  company's 
results  just  managed  to 
achieve  the  consensus  of 
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Recommended  Offer 

by 

Merrill  Lynch  International 

on  behalf  of 

iz  LADBROKE  GROUP  PLC 

(Registered  ht  England  No.  166221) 

to  acquire  the  whole  of  the  issued  and  to  be  issued  share  capital  of 

Stakis  pic 

MtrriU  Lynch  Inienuffotui  ("Merrill  Lynch")  announces  on  behalf  of  Lad  broke  Group  PLC  ("Ladbroke")  due, 
by  means  of  a formal  offer  document  dared  3 March  1990  (die  "Offer  Document")  and  this  advertisement,  MerriD 
Lynch  has  made  a recommended  offer  (the  "Offer")  on  behalf  of  Ladbroke  to  acquire  the  whole  of  ihe  issued  and 
to  be  issued  share  capital  of  Stakis  pk  (“Stakis").  Terms  defined  in  the  Offer  Document  have  the  same  meanings 
in  this  advertisement. 

The  Offer  is  nude  on  the  following  bass: 

for  each  Sudds  Share  57  Jp  in  cash  and  0582355  of  a New  Ladbroke  Share 
and  so  in  proportion  for  any  number  of  Stakis  Shares  held. 

The  ccuuidentiaa  available  under  the  Offer: 

• values  each  Status  Stare  at  165.1 8p  and.  in  addition,  Stakis  Shareholders  will  be  entitled  to  receive  the  Stakis 
Final  Dividend  of  175p  per  share;  and 

• represents  a premium  of  51-2  per  cent  over  ! 09.25 p,  being  the  closing  market  price  of  1 1 ip  of  a Stakis  Share 
on  3 February  1999  (the  last  dealing  day  prior  to  announcement  by  Stakis  that  it  was  in  discussions  relating 
to  a possible  offer)  less  tbe  Stakis  Final  Dividend, 

in  each  case  no  the  basis  of  the  closing  middle  market  price  of  a Ladbroke  Share  on  2 March  1999.  Tbe  New 
Ladbroke  Shares  issued  pursuant  to  the  Offer  will  be  issued  credited  as  fully  paid  and  will  rank  pari  passu  with 
the  existing  Ladbroke  Shares  except  that  they  will  not  qualify  for  the  recommended  Ladbroke  Final  Dividend  of 
4.Wp  per  share  in  respect  of  the  year  ended  31  December  1998.  The  Offer  values  the  fully  diluted  share  capital  of 
Stakis  at  approximately  £1 J2  billion  (including  the  Stakis  Final  Dividend)  based  on  the  middle  market  price  of  a 
Ladbroke  Share  on  2 March  1999. 

Stakis  Shareholders  who  validly  accept  the  Offer  may  elect,  subject  to  availability,  to  vary  die  proportions  in 
which  they  receive  New  Ladbroke  Shares  and  cash  in  napect  of  their  holding  of  Stakis  Shares.  However,  the 
maximum  number  of  New  Ladbroke  Shares  to  be  issued  under  the  Offer  and  tbe  maximum  amount  ol  cash 
consideration  undcT  the  Offer  will  not  be  varied  as  a resulr  of  Mix  and  Match  Elections.  To  the  extent  that 
elections  can  be  satisfied.  Stakis  Shareholder*  will  receive  New  Ladbroke  Shares  instead  ol  cash,  and  rice  vena. 
ar  the  rare  of  226 J6p  per  New  Ladbroke  Share.  To  the  extern  that  elections  cannot  be  satisfied,  they  will  be  scaled 
down  on  a pro  rata  basis. 

The  fqU  terms  and  conditions  of  the  Offer  and  the  Mix  and  Match  Election  (including  details  of  how  the  Offer 
may  he  accepted)  are  set  out  in  the  Offer  Document,  the  Listing  Particulars  and  the  Form  of  Acceptance. 

The  Offer  has,  by  means  of  this  advertisement,  been  extended  to  ill  persons  to  whom  the  Offer  Document  may 
nor  be  despatched  and  who  hold,  or  who  are  entirled  to  have  allorted  or  issued  to  them.  Stakis  Shares.  Such 
persons  are  informed  that  copies  of  the  Offer  Document,  die  Listing  Particulars  and  the  Form  of  Acceptance  are 
available  for  collection  during  normal  business  hours  from  Computershare  Services  PLC  ar  P.O.  Bax  859,  The 
Pavilions,  Bridgwater  Road.  Bristol  BS99  1XZ  or  7th  Hoot;  Jupiter  House,  Triton  Court,  14  Finsbury  Square, 
London  EC2A  IBR. 

Tbe  Offer,  which  has  been  made  by  means  of  the  Offer  Document  and  this  advertisement  and  the  Mix  and  Match 
Election  will  each  be  open  for  acceptance  until  3.00  pan.  on  Wednesday,  24  Match  1999  lor,  in  each  case,  such 
later  dmtfi)  and/or  dare\s)  as  Ladbroke,  subject  to  the  rules  of  the  City  Code,  determines).  Application  has  been 
made  to  list  up  to  323,567.971  New  Ladbroke  Shares,  which  may  be  issued  in  connection  with  the  Offer,  on  the 
London  Stock  Exchange.  Merrill  Lynch  is  acting  as  Sponsor. 

The  directors  of  Stakis.  who  have  been  so  advised  by  Schroder*.  have  stated  that  they  consider  the  terms  of  the 
Offer  :o  be  fair  and  reasonable  and  have  unanimously  recommended  all  Stakis  Shareholder!  to  accept  the  Offer, 
as  they  have  irrevocably  undertaken  to  do  in  respect  oi  that  aggregate  beneficial  holdings  of  Srakis  Shares, 
representing  approximately  one  per  cent  of  Stakis'  issued  share  capiraL 

The  Offer  is  not  being  made,  directly  or  indirect!  v,  in  or  into  the  United  Stares,  Canada.  Australia  or  japan  and 
accordingly  the  Offer  Document,  the  Lisnng  Particulars  and  the  Form  of  Acceptance  are  not  faring  and  must  not 
be  muled  or  otherwise  distributed  or  senr  in  or  into  the  United  States.  Canada.  Australia  or  japan. 

The  New  Ladbroke  Shares  ro  be  issued  pursuant  to  the  Offer  have  not  been,  and  will  not  be.  registered  under  the 
United  States  Securities  Act  of  1933.  as  amended,  or  under  anv  ot  the  relevant  securities  Taws  of  any  state  or  other 
jurisdiction  of  the  United  States,  Canada.  Australia  or  Japan.  Accordingly,  unless  an  exemption  under  such  Act 
or  olh.T  law*  ij  avaifab/e,  the  New  Ladbroke  Shares  may  not  be  offered,  sold  or  delivered,  direcdv  or  indirectiy, 
in  or  into  the  United  States,  Canada.  Australia  ot  japan  or  any  other  jurisdiction  in  which  the  offer  of  New 
Ladbroke  Shares  would  oonamute  a violation  of  relevant  laws  or  require  recatrarion  chcreoi. 

This  advertisement  is  not  being  published  or  otherwise  distributed  or  sent  to.  into  or  from  the  United  States, 
Canada.  Australia  or  Japan  and  persons  reading  'his  advertisement  (including  custodians;  trustees  and  nominees) 
must  nor  distribute  or  serai  this  advertisement,  the  Offer  Document,  the  Listing  Particulars  or  the  Form  of 
Acceptance  in,  into  or  from  the  United  Sates,  Canada;  Australia  or  Japan  nor  use  the  United  Sates.  .Canadian, 
Australian  or  Japanese  mails  or  any  similar  means  for  any  purpose,  directly  or  indirectly,  in  connection  with  the 
Offer  and  doing  so  will  invalidate  any  related  purported  acceptance  of  the  Offer. 

This  advertisement  is  published  on  behalf  of  Ladbroke  and  has  been  approved  by  Merrill  Lynch.  Merrill  Lynch, 
which  is  regulated  by  The  Securities  and  Futures  Authority  Limited,  is  acting  exclusively  for  Ladbroke  and  no 
one  else  in  connection  with  die  Offer  and  will  not  be  responsible  to  anyone  other  dun  Ladbroke  for  providing 
the  protections  afforded  to  customers  of  Merrill  Lynch,  or  for  providing  advice  in  relation  to  the  Offer. 
Schroden.  which  is  regulated  by  The  Securities  and  Futures  Authority  Limited,  is  acting  exclusively  for  Stakis 
and  no  one  else  in  connection  with  the  Offer  and  will  not  be  responsible  to  anyone  other  than  Stakis  for  providing 
die  protections  afforded  to  customers  of  Schroden,  or  for  providing  advice  in  relation  to  the  Offer. 

The  directors  of  Ladbroke  accept  responsibility  for  die  information  contained  in  this  advertisement  and,  to  the 
best  of  their  knowledge  and  belief  i having  taken  all  reasonable  care  ro  ensure  that  such  is  tbe  case),  the 
information  contained  in  this  advertuenKni  is  in  accordance  with  die  facts  and  does  not  omit  anything  likely  to 
affect  the  import  of  such  information. 

3 March  1999 
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expectations,  which  was 
£94.8m.  The  stock,  which 
reached  5I3p  early  last  year 
before  profit  warnings  took 
their  toll,  gained  14‘A  to 
391Vip,  with  one  analyst  say- 
ing: “Bob  Davies  was  the 
antithesis  of  the  old  manage- 
ment It  was  an  Impressive 
performance." 

The  analyst  added  that  the 
stock,  which  has  suffered 
under  the  weight  of  profit 
warnings  linked  to  the  resid- 
ual value  of  used  cars,  would 
probably  enjoy  a re-rating 
when  Arriva  sold  its  leasing 
arm,  leaving  it  focused  on 
public  transport. 

The  company's  strategy  of 
moving  away  from  vehicle 
sales  highlights  weakness  in 
the  car  market  that  Pen- 
dragon  mentioned  when  it 
reported  final  figures  on 
Monday.  Pendragon.  which 
was  at  313p  early  last  year, 
closed  a penny  easier  at 
196'vp. 

Mayflower  recovered  from 
weakness  caused  by  two 
large  sell  orders  that  arrived- 
in  the  market  as  the  results 
were  unveiled  on  Monday, 
helped  by  a strong  “buy- 
note  from  Raymond  Greaves, 
engineering  analyst  at  Mer- 
rill Lynch. 
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He  has  visited  the  Dennis 
operations  that  Mayflower 
bought  last  year,  and  shifted 
from  “accumulate”  to  “buy” 
while  increasing  his  fore- 
casts by  15  per  cent  and  set- 
ting his  share  price  target  at 
2Q0p.  The  shares  rose  11  to 
166p  amid  brisk  trade  of  10m 

His  increases  to  forecasts 
stem  from  expectations  of  a 
lower  interest  charge,  good 
organic  growth  and  the  pros- 
pect of  the  sale  of  the  spe- 
cialist vehicle  side. 

Mayflower  yesterday 
emphasised  its  growth  pros- 
pects in  the  US  by  announc- 
ing a joint  venture  with 
DaimlerChrysler  to  build 
low-fioor  buses. 

Glaxo  rises 

Shares  in  Glaxo  Wellcome 
rose  12  to  £19.28  with  some 
support  from  news  that  the 
company  bad  applied  for 
European  regulatory 
approval  to  market  Zyban  its 
medicine  for  the  treatment 
of  nicotine  dependence. 

Meanwhile  Zeneca  shed  12 
to  £25.19  with  no  benefits 
accruing  from  an  analysts' 
visit  to  the  company's  agro- 
chemicals operations. 

Rentokil  Initial  suffered 
the  worst  performance  in  the 
Footsie  as  it  failed  to  achieve 
expectations  held  by  some 
analysts  that  it  would  meet 
its  self-imposed  target  of  20 
per  'cent  earnings  growth. 
The  shares  were  off  almost 
11  per  cent,  or  48  at  4(H>1',p.  A 
few  weeks  ago  they  were  at 
477p.  However,  the  strength 
of  sterling  was  the  main  rea- 


son that  the  company 
missed  its  growth  target. 

Prospects  that  the  five- 
year  squeeze  on  insurance 
rates  might  be  easing  gave  a 
boost  to  a number  of  compa- 
nies in  the  sector. 

CGU,  which  is  perhaps  the 
most  obvious  non-life  play, 
jumped  43  to  928p,  the  best 
performance  among  Footsie 
stocks.  And  Royal  & Sun 
Alliance  followed  closely  in 
percentage  terms  with  a gain 
of  21%  to  533%p. 

Analysts  took  heart  from 
comments  made  with  tbe  lat- 
est figures  from  Norwich 
Union,  up  5 at  451%p  and 
jardine  Lloyd  Thompson,  up 
12  at  162p. 

However.  Roman  Cizdyn 
of  Merrill  Lynch  said  it  was 
probably  too  early  to  start 
celebrating.  “Some  of  the 
very  heavy  rate  reductions 
are  lessening,  especially  in 
the  general  lines  [car  and 
household  insurance]  but  I 
haven't  heard  of  anyone 
talking  of  raises." 

GRE  is  the  most  geared 
play.  Nick  Bunker  of  HSBC 
Securities,  said:  “There  is 
evidence  of  private  motor 
rates  going  up  but  from  a 
low  level.  The  rise  under- 
lines the  extent  to  which 
Guardian  was  acquired  at 
too  cheap  a price.”  GRE  was 
steady  at  350p. 

Shares  in  British  catering 
company  Compass  Group 
declined  44Vs  or  5.6  per  cent 
to  746*  ip  as  investors 
switched  out  of  the  stock 
and  into  a newly  issued  euro 
exchangeable  bond  from 
Accor,  the  French  hotels 
group.  Accor  said  the  bond 
forms  part  of  its  plan  to  sell 
off  Its  4.9  per  rent  holding  in 
Compass. 

A report  that  spirits  group 
Allied  Domecq  is  working 
towards  a demerger  helped 
the  shares  rise  4 to  477p. 
Those  of  rival  Diageo  rose  6 
to  695V,  p. 

Profit-taking  in  tour  opera- 
tor First  Choice  left  the 
shares  2V4  off  at  177Vip  as 
dealers  speculated  about 
suitors  for  the  British  group. 
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STOCK 


MARKETS 


Expensive  US  stocks  stay  centre  stage 


MARKET  FOCUS 


mRLD  OVEmiEW 

European  equity  markets 
closely  tracked  their  US 
counterpart  as  attention 
remained  on  the  high  price 
of  US  shares  relative  to 
bonds,  torites  Bertrand 
Benoit 

Paris  and  Frankfurt  both 
posted  gains  of  less  than  0.5 
per  cent  while  an  uncertain 
Wall  Street  was  trading 
higher  at  the  close  of  the 
Eurbpean  day.  Asia  deliv- 
ered a mixed  performance, 


with  Tokyo  and  Hong  Kong 
down  while  Korea  extended 
its  two-day  rebound. 

The  outlook  for  the  US 
market  has  darkened  since 
the  recent  shakeout  for  US 
Treasuries.  Long  bond  yields 
stabilised  yesterday  after  the 
Commerce  Department  said 
new  home  sales  had  slipped 
in  January.  But  US  Treasury 
prices  have  dropped  back  to 
pre-Russian  crisis  levels 
after  investors  raised  their 
US  inflation  forecasts. 

With  bonds  now  cheaper, 


shares  are  looking  relatively 
expensive.  While  a modest 
correction  may  be  on  the 
cards,  however,  few  analysts 
think  share -hungry  US 
investors  are  on  the  way  out. 

"Stocks  do  look  expensive, 
but  nothing  short  of  an 
interest  rate  hike  could  trig- 
ger a sharp  downturn,"  said 
Matthew  Wickens.  interna- 
tional economist  at  ABN- 
Amro. 

In  Europe  fading  hopes  of 
lower  interest  rates  were 
weighing  on  equities. 


Monetary  growth,  gener- 
ous wage  rounds  in  Ger- 
many, a weak  euro  and 
upbeat  consumer  confidence 
lifted  pressure  off  the  Euro- 
pean Central  Bank  to  cut 
rates  when  it  meets  on 
Thursday. 

The  point  was  reiterated 
yesterday  by  ECB  board 
member  Tommaso  Padoa- 
Schloppa,  who  said  the  3 per 
cent  refinancing  rate  was 
“appropriate"  despite  euro- 
zone annual  inflation  at  0.8 
per  cent  in  December. 


Yet  bears  remain  a rare 
species  In  Europe  and  most 
analysts  think  selective 
gains  can  be  made  with  the 
current  low  Inflation. 

Size,  and  therefore  M&A 
transactions,  will  matter 
increasingly  as  margins 
come  under  pressure,  writes 
Richard  Davidson  at  Morgan 
Stanley  In  his  European 
strategy  note. 

Nor  has  the  economic 
slowdown  meant  earnings 
disappointment  across  the 
board.  Of  148  European  com- 


panies which  posted  1998 
results.  50  have  surprised  on 
the  upside,  according  to  a 
note  by  T-ehman  Brothers. 

Meanwhile,  the  euro-zone 
has  dearly  become  a power- 
ful magnet  for  investors. 
Total  European  volumes 
soared  by  40.8  per  cent  in 
January  while  cross-border 
activity  jumped  117.6  per 
cent,  according  to  BT  Alex 
Brown.  But  investors  dealt 
both  ways,  with  nervous 
euro-zone  markets  rising  1-6 
per  cent  on  the  month. 


Vienna  starts  to 
catch  up 


Shake-up  at 
Hewlett  lifts 
Wall  Street 


Frankfurt  reverses  decline 


EUROPE 


AMERICAS 


Stocks  on  Wall  Street  surged 
higher  by  midday,  helped  by 
news  of  a restructuring  at 
Hewlett-Packard  that  sent 
shares  of  the  computer 
maker  almost  9 per  cent 
higher,  writes  John  Labate  in 
New  York. 

Shares  of  Hewlett-Packard, 
one  of  the  30  stocks  in  the 
Dow  Jones  Industrial  Aver- 
age, were  halted  throughout 
the  morning  session  in 
advance  of  the  news  of  its 
restructuring  programme, 
which  includes  a spin-off  of 
the  company's  measurement 
materials  business.  Soon 
after  the  announcement,  the 
stock  began  trading  and  rose 
$5%  or  8.9  per  cent  to  $71Y«. 

HP's  restructuring  Is  the 
third  major  announcement 
by  a leading  computer 
maker  in  recent  sessions. 
Last  week,  Compaq  Com- 
puter warned  analysts  that 
its  first-quarter  sales  would 
be  below  expectations,  and 
before  that,  Dell  Computer 
surprised  investors  by 
reporting  slower-than -expec- 
ted revenue  growth.  Both 
were  down  in  early  after- 
noon trading,  with  Compaq 
off  JA  to  $32*2  and  Dell 
lower  at  $80£- 

The  Dow  was  83.13  stron- 
ger by  early  afternoon  at 
9,407.91.  The  broader  Stan- 
dard & Poor's  500  index  had 
gained  10.31  to  1,246.47.  The 
Nasdaq  composite,  weighted 
in  high-tech  shares,  rase 
20.63  to  2,815-81. 

Other  gainers  in  the  Dow 
included  Union  Carbide,  up 
$lft  to  $43,  and  McDonald’s. 
$2£  higher  at  $88%. 

Micron  Technology  fell 
$lji  at  $55g  after  Nations- 
banc  Montgomery  Securities 
cut  its  rating  to  “hold”  from 
“buy". 

Airline  stocks  picked  up 
momentum  after  Goldman 


Sachs  raised  its  rating  for 
several  companies.  UAL 
climbed  $3%  or  more  than  6 
per  cent  to  $65%  and  AMR 
gained  $3%  to  $59%  after 
Goldman  raised  both  to 
“market  outperformer"  rat- 
ings. 

At  Home,  the  internet 
cable  service  provider,  rose 
$10%  to  $118  after  it 
announced  a two-for-one 
stock  split 

Retail  earnings  results 
continued  to  trickle  in.  Fed- 
erated Department  Stores 
rose  $1%  to  $40  ft  after  It 
released  its  results  and  CVS 
was  up  $H  to  $51“  after  it 
reported  an  n.3  per  cent  rise 
in  February  same-store 
sales. 

TORONTO  moved  lower  in 
early  trading  with  broad 
market  weakness  over-riding 
a strong  rally  for  gold 
shares. 

With  bnllion  gaining 
ground  at  the  London  fix, 
gold  stocks  pushed  ahead  in 
good  two-way  trading  vol- 
umes. Barrick  gained  30 
cents  at  C$17.05  and  Placer 
Dome  35  cents  to  C$27.10. 

Banks,  though,  were 
mixed  and  most  industrial 
sectors  came  in  for  selling. 
Banks  traded  uneasily  on 
renewed  interest  rate  con- 
cerns as  jittery  talk  broke 
out  ahead  of  Friday's  US 
jobs  data. 

Royal  Bank  of  Canada 
added  55  cents  at  C$72.95, 
but  Bank  of  Montreal  lost  20 
cents  at  C$62.95  and  Torcmto- 
Dominion  came  off  70  cents 
at  CS61.70. 

Bank  of  Nova  Scotia  gave 
up  30  cents  at  C$30.60. 

Among  industrials,  BCE 
lost  40  cents  at  C$62  and 
Northern  Telecom  C$1.55  at 
C$87.45. 

Alcan  Aluminium  eased  60 
cents  to  C$36.60.  The  300 
composite  Index  was  off 
24.02  at  6.278.20  at  noon. 


Sao  Paulo  cautious  on 
hopes  for  IMF  support 


SAO  PAULO  traded  narrow- 
ly through  the  morning  with 
most  investors  tracking  the 
Real  on  foreign  exchanges 
amid  rumours  that  there 
could  be  good  news  for  the 
hard-pressed  currency  later 
in  the  week. 

“There  is  a certain  amount 
of  betting  that  a deal  with 
the  IMP  could  be  struck 
shortly,"  said  one  enthusias- 
tic broker.  Brazil  is  in  talks 
aimed  at  thrashing  out 
revised  terms  for  an  IMF 
$41.5bn  support  package. 


At  midsession,  the  bench- 
mark Bovespa  index  was 
marginally  lower  at  9,137,  a 
decline  of  61. 

MEXICO  CITY  reversed 
early  gains  to  end  the  morn- 
ing slightly  lower.  Volumes 
were  on  the  dull  side. 

Brokers  said  the  uncertain 
early  trend  on  Wall  Street 
had  kept  most  investors  on 
hold.  Among  top  stocks, 
builder  Empresas  hardened 
20  centavos  to  7.52  pesos. 

At  midsession,  the  IPC 
index  was  off  6.31  at  4J211.43. 


A late  rally  lifted 
FRANKFURT,  reversing 
three  days  of  decline  and 
sending  the  Xetra  Dax  index 
up  18.77  to  4,797.84  after  a 
session  low  of  4,704.72. 

Chemicals  were  active 
with  Hoechst  hit  by  switch- 
ing into  Bayer  following  the 
latter's  cancer  treatment 
accord  with  a US  group. 
Both  shares  were  heavily 
traded.  Hoechst  came  off 
€2.03  at  €39.20  while  Bayer 
jumped  €1.55  to  €3&85. 

Steels  were  also  active. 
Planned  merger  partners 
Thyssen  and  Krupp  moved 
in  opposite  directions  with 
the  former  off  €3.85  at 
€162.50  and  Krupp  up  €1  at 
€125.50.  Preossag  jumped 

The'"i=irSE  ‘ Buirotiap  ' 300 ' ' index 
rose  1.33  or  ail  per  cent  to 
1&&25.  See  Euro  Prices  page. 

€10.10  to  €439.50  in  spite  of 
denying  reports  It  planned  to 
bid  for  First  Choice,  the  UK 
holiday  group. 

PARIS  ended  modestly 
ahead  after  a day  spent 
tracking  a somnolent  Wall 
Street.  The  CAC-40  added 
16.58  to  4,048.63. 

Alcatel  posted  one  of  the 
best  performances  after  it 
announced  the  acquisition  of 
US  internet  equipment 
maker  Xylan  Corp  to  match 
similar  recent  takeovers  by 
Nortel  and  Lucent.  The 
stock  surged  €5.20  to  €101.50. 

Sanofi  more  than  recouped 
Its  loss  on  Monday,  ending 
€9.50  or  62  per  cent  higher 
at  €163.50.  BNP  added  €3.60 
or  5.1  per  cent  to  €74.50  after 
brokers  cheered  its  23  per 
cent  rise  in  1998  profits  by 
raising  recommendations  or 
reiterating  their  positive 
stance. 

The  strong  dollar  was  said 
to  be  behind  a rally  in  oil 
stocks.  Elf-Aquitaine  added 
€4.40  to  €100,  while  Total 
gained  €2.65  to  €97  JO. 

Renault  was  not  thanked 
for  its  better-than-expected 
results  posted  after  the  mar- 
ket closed  on  Monday. 

The  share  lost  €3.63  or  9.1 
per  cent  to  €36.37,  a 23.4  per 
cent  fall  in  six  days,  as 
investors  reflected  on  the 
gloomy  2999  outlook  for  the 
European  car  Industry. 
Peugeot,  which  reports  1998 
results  today,  was  also  fee- 
ble. cutting  €1.60  to  €119.10. 

Axa  extended  its  Monday 
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losses,  dropping  €2.60  to 
€112  JO  on  Suez-Lyonnaise  de 
Eaux's  decision  to  issue  a 
€878m  bond  convertible  into 
Axa  shares. 

ZURICH  was  enlivened  by 
a 10.8  per  cent  plunge  in 
Ares  Serono  after  the  drugs 
group  failed  to  win  market- 
ing approval  this  year  for  its 
Rebif  multiple  sclerosis  drug 
in  the  US.  The  shares 
dropped  SFr265  to  SFr2,l90. 
after  the  US  Food  and  Drug 
Administration  upheld  the 
so-called  "orphan"  drug  sta- 
tus of  two  rival  MS  drugs, 
which  may  keep  Rebif  out  of 
the  US  market  until  2003. 

The  broad  market  was  flat 
for  much  of  the  session  and 
the  SMI  index  closed  with  a 
loss  of  18.5  at  6,976 J. 

Index  heavyweights  were 
mixed.  Novartis  fell  SFrl4  to 
SFr2,50l  while  Roche  certifi- 
cates rose  SFrll5  to 
SFrl8,315.  Food  company 
Nestle  edged  up  SFr5  to 
SFr2,713  while  among  banks, 
UBS  lost  SFr3  to  SFr*43  anti 
CS  Group  SFr2  to  SFr223. 

SAirGroup  was  in  demand 
ahead  of  today’s  annual 
news  conference,  rising  SFr6 
to  SFr3l8.  Forecasts  of  the 
group's  1908  profit  rise  range 
from  2.5  per  cent  to  21  per 
cent  with  analysts  unable  to 
agree  about  the  impact  of 
Calling  fores  and  the  Asian 
economic  crisis. 

Swisscom  added  SFr4  to 
SFr574,  recovering  from 
recent  lows  and  helped  by 
favourable  recommends 
tions.  Shares  of  chemicals 
and  plastics  group  EMS 
remained  under  pressure, 
losing  SFrl50  to  SFr7.000. 
still  hurt  by  last  week's  dis- 
appointing figures  for  1998. 

AMSTERDAM  ended  off 
1.22  at  526.09  on  the  AEX 
index  after  a low  volume  ses- 
sion. Baan  fell  steeply  after 


announcing  1998  losses  and 
predicting  a tough  year 
ahead.  The  shares  came  off 
55  cents  at  €7.85.  Wessanen, 
a strong  market  lately  after 
announcing  a big  US  foods 
takeover,  fell  35  cents  to  €12. 

Aegon  edged  up  75  cents  at 
€94.50  ahead  of  today's 
results  statement,  but  finan- 
cials were  mostly  nervous 
ahead  of  tomorrow's  interest 
rate  policy  meeting  of  the 
European  Central  Bank.  For- 
tis  lost  25  cents  at  €33.55. 

Heineken  hardened  €1.15 
to  €47.40  In  advance  of 
today's  results,  widely  expec- 
ted to  show  solid  growth  for 
last  year.  KLM  put  on  95 
cents  at  €26.55. 

MILAN  foiled  to  sustain  a 
late  foray  into  positive 
ground  as  Wall  Street  ven- 
tured higher  and  Lhe  real- 
time Mibtel  index  finished  63 
weaker  at  23,746. 

Olivetti  was  in  focus,  ris- 


ing 14  cents  to  €3,  off  a high 
of  €3.002  on  talk  that  the 
telecoms  group  could  be  the 
target  of  a takeover  unless  it 
bolstered  its  core  share- 
holder base. 

Broadcaster  Mediaset  rose 
33  cents  to  €8J35  on  hopes 
that  talks  to  create  a pan- 
European  TV  venture, 
known  as  Traviata,  may  be 
reaching  a conclusion. 

MADRID  was  little  moved 
after  a handful  of  shares  reg- 
istered sharp  gains  or  losses 
on  the  basis  of  1998  results. 
The  general  index  fiwiahpji 
1.13  weaker  at  877.01. 

Iberdrola  underperformed, 
falling  48  cents  to  €13.50 
after  Goldman  Sachs  and 
CSFB  cut  their  recommenda- 
tions after  1998  results  that 
foiled  to  live  up  to  expecta- 
tions. 

BRUSSELS  edged  into  pos- 
itive territory  after  New 
York  turned  positive  and  the 
Bel-20  index  finished  4.30 
higher  at  3.304.33. 

Cement  maker  CBR  led 
blue-chip  gainers,  ending 
€4J0  or  5.2  per  cent  higher 
at  €84j50  but  in  low  volume 
trade. 

Outside  the  blue  chips, 
Quick  Restaurants  ended 
€3  JO  or  1L5  per  cent  higher 
at  €34.90,  off  a near  six- 
month  Intraday  high  of 
€36.40,  after  news  late  on 
Monday  of  a return  to  profit 
in  1998. 

Written  and  edited  by  Michael 
Morgan,  Jeffrey  Brown,  Peter 
Hall  and  Mark  Herfihy 


Austria's  stock  market;,  after 
years  of  underperformance, 
has  sprung  back  to  life. 
While  most  European  mar- 
kets headed  lower  in  Febru- 
ary. Austria  rose  9 per  cent. 

In  the  first  two  months  of 
1999,  Austria  rose  nearly  4 
per  cent,  compared  with  a 4 
per  cent  decline  in  Frankfurt 
and  2 per  cent  drop  in  Zur- 
ich. This  year's  rise  in  Aus- 
trian shares  might  not  sound 
spectacular  bnt  it  is  In 
marked  contrast  to  recent 
years  when  the  Austrian 
market  has  trailed  badly. 

Indeed  one  of  the  reasons 
for  the  recent  spurt  Is  that 
Austria  has  a lot  of  catching 
up  to  do.  It  has  never 
boasted  well-known  interna- 
tional blue  chips,  like  Swit- 
zerland’s Nestlfi  or  ABB.  The 
biggest  shares  in  Vienna 
rank  as  mid-cap  stocks  and 
are  not  particularly  liquid  by 
international  standards. 
They  have  suffered  from  the 
international  Investors'  love 
affair  with  big  blue  chips. 

Nevertheless,  Austria  has 
some' well-run  companies 
which  are  niche  players  in 
certain  international  mar- 
kets. VA  Stahl,  for  example, 
is  not  Europe’s  biggest  steel 
company,  but  one  of  the 
most  efficient  Despite  over- 
capacity in  the  industry,  it 
has  just  reported  its  best 
nine-month  results  since 
1995  and  is  optimistic  that 
the  worst  of  the  recession  is 
over  in  the  industry. 

VA  Tech,  VA  Stahl's  sister 
company,  is  another  which 
has  never  had  the  same  sort 
of  investor  attention  as  ABB 
or  Siemens.  Yet  it  has  proba- 
bly been  more  successful  in 
adjusting  its  business  to 
shifts  In  the  heavy  engineer- 
ing markets. 

. "The  big  difference 
between  us  and  ABB  Is  that 
we  are  a technology-based 
systems  supplier.  Their  main 
business  is  engineering,” 
says  Othmar  Pflhringer,  VA 
Tech's  chief  executive.  His 
company  is  trading  on  Just 
over  10  timps  1999  earnings. 
BOhler-Uddeholm,  an  Aus- 
trian specialist  steel  com- 
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pany  which  reported  a 
double-digit  rise  In  1998 
earnings,  is  selling  on  less 
than  8 times  1999  earnings. 

Shares  in  Bank  Austria, 
the  country’s  biggest  bank, 
jumped  10  per  cent  one  day 
last  month  after  Goldman 
Sar»hs  announced  it  was  "the 
most  attractive  bank  stock 
in  Europe”. 

But  while  history  suggests 
Austria's  banks  may  not  be 
quite  as  cheap  as  they  look, 
there  are  several  reasons - 
why  Austria  may  still  out- 
perform in  1999.  The  market 
is  trading  on  13  times  1999 
earnings  and  Creditanstalt 
forecasts  earnings  will  grow 
2 per  cent  this  year  and  14 
per  cent  next. 

Worries  about  the  Russian 
exposure  of  Austrian  banks 
and  industrial  companies 
appears  to  have  been  over- 
done and  while  the  jury  is 
still  out  on  whether  restruct- 
uring of  banks  will  lead  to 
an  improvement  In  profit- 
ability, many  Industrial  com- 
panies are  in  a much  health- 
ier shape  than  five  years 
ago.  Many  have  adopted 
International  Accounting 
Standards,  increasing  inves- 
tor transparency. 

Meanwhile,  the  arrival  erf 
the  euro  and  the  Vienna 
stock  exchange's  link  with 
Frankfurt  means  it  Is  becom- 
ing easier  to  compare  Aus- 
trian stocks  with  their  Euro- 
pean rivals. 


William  Hall 


Jo’burg  boosted  by  rate  cut 


SOUTH  AFRICA 


Cuts  in  bank  prime  lending 
rates  and  another  surge  for 
gold  shares  helped  to  lift 
sentiment  in  Johannesburg 
where  the  ail  share  index 
gained  32.2  to  5,980.2. 

Golds  surged  with  Rand- 


gold  up  17.1  per  cent  to  R4A0 
and  AngioGold  adding  4 per 
cent  at  R230.20.  Driefontein 
rose  7.5  per  cent  to  R24.50. 
The  sector  index  gained  4 
per  cent  to  890.7. 

Financials  rose  0.6  per 
cent  to  8.995.4.  Industrials 
added  0.3  per  cent  to  6,827.2. 


Nikkei  tumbles  below  14,000 


ASIA  PACIFIC 


The  unwinding  of  cross- 
shareholdings by  corpora- 
tions seeking  to  raise  profits 
before  the  financial  year-end 
continued  to  plague  TOKYO 
and  the  benchmark  Nikkei 
225  average  fell  below  the 
14,000  level  for  the  first  time 
in  two  weeks,  writes  Micfriyo 
Nakamoto . 

The  benchmark  index  lost 
300.69  or  2.1  per  cent  to  close 
at  the  day's  low  of  13,921.06. 
down  from  a high  of 
14J06.01.  The  broader  Topix 
index  of  all  listed  shares  fell 
15.73  to  1.092.08  while  the 
Nikkei  300  lost  3^  to  217.89. 

Trading  volume  was  mar- 
ginally up  from  420.19m 
shares  on  Monday  to  45737m 
and  declines  were  registered 
across  the  board  in  all  sec- 
tors. However,  rising  issues 
outnumbered  those  which 
fell  by  825  to  315  while  155 
issues  were  unchanged. 

Banks  were  hard  hit  as 
many  corporations  which 
have  traditionally  held  bank 
shares  sold  them  amid  the 
broad  trend  to  unwind  cross- 
shareholdings. 

Sakura  Bank  lost  Y5  to 
Y253  and  Sanwa  fell  Y27  to 


South  Korea 

Korea  Composta 

650  


Y 1,143.  Daiwa  Bank  lost  Y2 
to  Y177  on  news  that  it 
would  sell  its  headquarters 
In  Osaka  as  part  of  Its  move 
to  speed  up  the  writing-off  of 
bad  assets. 

Paper  manufacturers  lost 
ground  after  news  that  Oji 
Paper  expects  to  post  its  first 
post-war  parent  net  loss.  Qji 
declined  Y8  to  Y570  and  Nip- 
pon Paper  Industries  lost  Y6 
to  Y440. 

High-tech  export  issues 
also  declined  in  spite  of  a 
recovery  In  the  dollar's 
strength. 

Sony  fell  again  to  Y8.690, 


down  Y30,  and  NEC  lost  Y29 
to  Y1.134.  Fujitsu,  which 
announced  it  will  slip  Into  a 
net  loss  for  the  parent  com- 
pany. declined  Y20  to  Y1.425. 

HONG  KONG  was  lower  as 
Tokyo's  retreat  triggered  a 
round  of  profit-taking  in 
banks  and  property  stocks. 
The  Hang  Seng  index  fin- 
ished 106.88  lower  at  9.913.58. 

Analysts  noted  that  the 
market  had  gradually  dis- 
counted possible  good  news 
from  today's  budget  speech. 

Defensive  stocks  were 
firmer  with  investors  shift- 
ing their  holdings  from  prop- 
erties and  banks  to  utilities. 
HSBC  lost  HK£4  to  HKS219 
and  Cheung  Kong  ended 
HKS1  lower  at  HKS53.50 
while  Hongkong  Telecom 
and  China  Telecom  put  on  10 
cents  each  to  HKS12.75  and 
HK13.55  respectively. 

Red  chips,  which  had  risen 
on  hopes  of  positive  restruct- 
uring news  from  Guangdong 
Enterprises  (Holdings),  suf- 
fered steep  losses  after  Mon- 
day's creditors'  meeting  and 
the  red-chip  index  dived  4.B 
per  cent 

SYDNEY  slipped  in 
advance  of  today's  GDP  data 
and  after  a broadly  soft  day 


for  commodity  prices. 
Among  resources,  BHP  lost 
11  cents  at  AS11.79  and  Rio 
Tinto  5 cents  at  A&20.4Q. 
Industrials  were  also  dull. 

Telstar  shed  5 cents  to 
A$8.45  and  media  giant 
News  Corp  came  off  5.8  cents 
at  A911.59.  The  All  Ordi- 
naries index  ended  18.3 
lower  at  2.892.8  In  turnover 
of  ASS80m. 

SEOUL  jumped  2.7  per 
cent  as  the  market  reopened 
after  a three-day  weekend, 
posting  a 7 per  cent  rally  in 
two  days.  The  composite 
index  rose  13.91  to  533.97  as 
foreign  investors  were  lured 
back  by  a stable  yen  and 
hopes  of  a Further  interest 
rate  cut. 

Belier  that  banks  had 
finally  built  adequate  provi- 
sions for  their  non-perform- 
ing loans  spurred  buying  in 
bank  issues.  Housing  and 
Commercial  Bank  rose 
WonBSO  to  Woniy.800. 

KUALA  LUMPUR  stum 
bled  after  selling  orders 
ended  an  early  rally.  The 
composite  index  Tell  5.51  or  1 
per  cent  to  526.03  amid  rising 
uncertainty  over  a forthcom- 
ing election  in  Sabah  state 
on  Borneo  island. 
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Investors  and  analysts,  fund  managers  and  index- 
based  product  issuers,  they  all  have  their  own  specific 
criteria  for  benchmarks. 

To  successfully  satisfy  ail  their  requirements  you  need 
to  have  four  core  attributes. 

You  need  to  get  REAL 

Rigorous.  Easily  tradable.  Appropriate.  Liquid. 

At  STOXX  our  logical  and  consistent  methodology 
couldn't  be  more  rigorous,  while  our  optimum 
stock/liquidity  profile  means  a ready  market. 


Our  separate  coverage  of  the  euro  and  pan-European 
markets  by  sector  and  industry  group  is  most 
appropriate.  And  our  liquidity  provides  an  ideal  basis 
for  the  successful  trading  of  derivatives. 

So,  for  more  information  about  licensing  opportunities 
on  Europe's  leading  benchmarks,  simply  contact: 
STOXX  LIMITED.  P.O.  Box,  Selnaustrasse  30, 

CH-8021  Zurich,  Switzerland. 

Phone  +4 1(1)  229  2300.  Fax  +47  (1)  229  2301, 
e-mail  stoxxOstoxx.com  wwwjftoxx.com 
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The  relentless  advance  of 
information  technology 
and  telecommunications 
systems  has  brought  dramatic 

benefits  to  individuals, 

businesses  and  other 
organisations. 

But  now,  as  these  technologies 
begin  to  mature  and  converge, 
they  are  beginning  to  drive 
business  change  ever  more 
vigorously. 

In  boardrooms  across  the 
globe,  executives  are  having  to 
get  to  grips  with  the  Internet  and 
e-commerce  revolution. 

Many  face  the  unpalatable 
choice  of  cannibalising  their 
existing  businesses  to  compete  in 
the  Internet  era.  or  watching 
others  do  it  for  them.  Either  way. 
it  is  IT  systems  that  will  make 
the  difference. 

The  biggest  challenge  that 
company  boards  face  today  is 
how  to  adapt  their  business 
processes  to  new  trading  models. 
In  a very  real  sense,  IT  has  come 
out  of  the  back-room  and  into  the 
boardroom. 

While  the  first  generation  of 
business  computers,  mostly 
mainframe  machines,  automated 
traditional  back-end  processes 
like  payrolls  and  hilling  systems, 
the  second  generation,  built 
around  personal  computers, 
brought  big  gains  in  personal 
productivity. 

Both  were  tools  for  change,  but 
their  impact  was  nowhere  near 
as  far-reaching  as  the  the  third 
wave  of  IT  change,  epitomised  by 
the  astonishing  growth  of  the 
Internet  since  the  mid-1990s,  the 
deployment  of  distributed 
systems  and  the  proliferation  of 
IF  (Internet  Protocol)  based 
services  and  products. 

As  Eckhard  Pfeiffer.  Compaq's 
chief  executive,  points  out,  each 
successive  wave  or  technology 
has  also  brought  with  it  ah 
acceleration  of  the  business 
cycle. 

Business  cycles  were  measured 
in  terms  of  10  to  15  years  in  the 
1960s  when  the  first  commercial 
mainframes  were  deployed, 
shrank  to  between  five  and  eight 
years  with  the  arrival  of  mini 
computers  in  the  1980s,  fell  to 
between  one  and  three  years  in 
the  early  1990s  as  client/server  . 
systems  spread  and  are  now 
measured  in  terms  of  months. 

In  some  industries,  including 
the  PC  industry  itself,  product 
cycles  are  now  as  short  as  six 
months,  leaving  very  little  time 
for  companies  to  recoup  their 
investments  in  research  and 
development,  sales  and 
marketing. 

However,  the  pace  of 
technological  change  shows  no 
sign  of  slowing  down.  Based 
upon  Moore’s  Law  which 
suggests  that  computers  double 
in  power  every  18  months  or  so, 
computers  in  10  years  time  will 
be  1,000  times  more  powerful 
than  those  of  today. 

But  the  changes  in  a much 
shorter  time  frame  will  be  almost 
as  dramatic.  Within  the  next  few 
years  the  Internet  will  link  lbn 
people  around  the  world  in  what 
Craig  Barrett,  Intel’s  chief 
executive,  has  described  as  a new 
‘‘electronic  continent”. 

A further  100m  personal 
computers  will  be  sold  this  year, 
boosting  an  existing  installed 
base  of  perhaps  500m  - roughly 
the  same  as  the  number  of 
mobile  phones  in  use  today. 

But  while  PC  sales  are 
expected  to  continue  growing, 
many  consumers  will  access  the 
resources  of  the  web  - including 


The  world  IT  industry  has  metamorphosed  into  a trillion  dollar  market 


UustruOon  by  Marti  Thomas 


The  struggle  for  survival  in 
an  IT-dominated  world 

The  rapid  progress  of  electronic  commerce  and  the  Internet  are  forcing  companies 

to  make  some  tough  choices,  writes  Paul  Taylor 


interactive  e-commerce  services 
- through  a new  generation  of 
smartphones,  digital  set-top 
boxes,  personal  digital  assistants 
and  other  “digital  appliances”. 

This  represents  a huge,  new 
and  geographically  dispersed 
market  opportunity  for  many 
companies.  Indeed,  the  volume  of 
electronic  commerce  in  Europe 
alone  is  expected  to  soar  from 
virtually  nothing  just  a few  years 
ago  to  over  S64bn  by  2001. 
according  to  Forrester  Research, 
the  US  market  research  group. 

The  dramatic  changes  already 
under  way  in  a host  of  industries 
ranging  from  banking  and  share 
trading  to  retailing  and 


entertainment  provide  a hint  of 
what  may  be  in  store. 

In  many  of  these  areas, 
intellectual  property  is  usurping 
physical  assets  as  the  most 
valuable  commodity,  digital 
distribution  is  replacing  physical 
systems  and  "virtual” 
organisations  are 
out-manoeuvring  conventional 
business  entities. 

Meanwhile,  fueled  by  the 
adoption  of  common  digital 
standards,  many  of  the 
remaining  distinctions  between 
different  industries  and  market 
segments  are  disappearing  in  a 
process  that  has  been  dubbed 
“convergence". 


This  process  involves  many 
industries  including  computing, 
telecommunications,  consumer 
electronics,  media  and 
entertainment.  But  the 
convergence  of  the  computing 
and  telecoms  industries  is 
perhaps  the  most  spectacular. 

For  example.  IP-based  data 
traffic  now  exceeds  the  volume  of 
voice  traffic  carried  over 
traditional  telephone  networks  in 
the  US,  Britain  and  several  other 
markets. 

Datamonitor.  the  UK-based 
market  analyst,  estimates  that  IP 
traffic  is  currently  growing  by 
about  1. 000  per  cent  a year 
compared  to  public  switched 


telephone  network  traffic  growth 
of  under  10  per  cent.  Provided 
new  technologies  can  meet  this 
demand  for  bandwidth, 
Datamonitor  estimates  that  IP 
traffic  will  overtake  PSTN  traffic 
during  2000. 

Separately,  Datamonitor  says 
that  the  internet  backbone 
market  itself  is  now  worth  $8.3bn 
a year  and  will  be  worth  $l9.4bn 
in  2002. 

Throughout  the  developed 
world,  traditional  telecoms 
network  operators  are  building 
new  IP-based  networks  in  order 
to  compete  more  effectively  with 
a new  generation  of 
telecommunications  companies 


like  WorldCom  and  Qwest. 

Moreover,  after  relying  on  the 
traditional  telecommunications 
equipment  suppliers  to  build 
their  networks  for  decades,  they 
have  begun  to  look  elsewhere. 

The  latest  decision  by  Telia, 
Sweden's  national  telecoms 
operator  to  award  a 
ground-breaking  contract  to 
Cisco,  the  world's  largest  data 
networking  group,  to  build  a 
national  communications 
network  highlights  the  changes 
that  are  under  way  in  the  $200bn 
a year  market  for  large  scale 
telecommunications  equipment 

These  changes  have  not 
escaped  the  attention  of  the  big 


telecoms  equipment 
manufacturers,  many  of  which 
have  historically  relied  on 
business  from  state-owned  PTTs 
and  often  have  little  experience 
of  the  much  more  cut-throat  data 
communications  market. 

As  a result,  a full-scale  battle 
for  domination  of  the  world’s 
public  network  infrastructure 
has  been  developing  between  the 
older  manufacturers  of 
traditional  telecoms  equipment, 
such  as  Lucent  of  the  US, 
Canadian-based  Nortel  and 
Alcatel  of  France,  and  relatively 
young  "upstarts”  from  the  data 
communications  world  like  Cisco 
and  3Com. 

In  order  to  bolster  their 
technology  portfolios  and  data 
communications  expertise,  both 
Lucent  and  Nortel  have  made  big 
data  networking  company 
acquisitions  in  the  last  six 
months.  Lucent  has  acquired 
Ascend  and  Nortel  has  bought 
Bay  Networks,  while  both  Cisco 
and  3Com  have  been  forging 
their  own  partnerships. 

This  process  of  convergence 
and  the  jockeying  for  position 


Turn  to  back  page  of  section  one 
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By  the  time  you  finish  this  sentence, 

35  new  people  wiii  have  Joined  the  Interne* 

Wo  wonder  he  demands  hss 
service  provider  displays  this  logo. 


Powered  Networks 


This  month,  18  million  people  will  go  online  for  the 
first  time.  Next  month?  Probably  more.  The  impact 
on  your  business  will  be  huge.  And  your  service 
provider  will  play  a vital  role  in  your  success.  But 
how  do  you  choose  the  right  one? 

Fortunately,  die  answer  is  simple.  Look  for 
service  providers  who  display  the  Cisco  Powered 
Network  logo.  It  means  they  employ  Cisco 


technology,  the  same  technology  thar  carries  virtually 
all  of  today's  Internet  traffic.  They  can  help  whether 
you  need  Internet  access,  ATM,  Frame  Relay,  voice 
or  any  other  network  services. 

Find  out  more  about 


Cisco  aysnss 


Cisco  Systems  and  accredited 
service  providers  by  vis i ring 
www.dsco-powered.ner 


Empowering  the 
Internet  Generation" 
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EDS  deal  livens  up 
outsourcing  sector 

Companies  are  eagerly  positioning  themselves  to  take  advantage  of  the  growing  trend 
towards  outsourcing  their  IT  activities,  writes  George  Black 
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The  fast  expanding  market 
for  global  outsourcing  and 
systems  Integration  has  been 
shaken  up  by  EDS’s  $1.65bn 
acquisition  of  MCI  System- 
house.  The  deal  will  put  US- 
based  EDS  in  a much  stron- 
ger position  in  its  constant 
competition  with  IBM  Global 
Services,  Computer  Sciences 
Corporation,  Cap  Gemini, 
Andersen  Consulting  and 
others  in  that  lucrative  and 
hotly  contested  arena. 

Systemhouse  is  the 
systems  subsidiary  of  MCI 
Worldcom,  the  fast-growing 
US  telecommunications  com- 
pany. When  British  Telecom- 
munications bid  for  MCI,  it 
was  intended  that  System- 
house  would  be  merged  with 
BTs  own  systems  subsidiary 
called  Syntegra.  Negotia- 


tions were  said  to  be  already 
far  advanced  to  merge  the 
two  when  the  BT  approach 
was  withdrawn  in  the  wake 
of  a better  offer  for  MCI  from 
Worldcom- 

That  left  MCI  WorldCom 


with  a systems  subsidiary 
which  was  in  need  of  a 
world-class  partner.  EDS 
was  clearly  likely  to  be 
among  the  favourite  alterna- 
tive partners,  since  it  was 
one  of  very  few  which  were 
in  a position  to  take  on  all  of 


MCl's  computing  require- 
ments. 

The  agreement  between 
EDS  and  MCI  involves  a 
complex  cross-outsourcing 
arrangement  over  a 10-year 
period,  with  EDS  taking  over 
most  of  MCTs  data  process- 
ing systems  and  MCI  assum- 
ing responsibility  for  EDS's 
voice  and  data  network. 
Thus  the  two  companies  will 
be  bonnd  very  tightly 
together  over  a long  period. 

This  mirrors  the  agree- 
ment formed  between  IBM, 
EDS’s  principal  competitor 
in  outsourcing,  with  AT&T, 
only  a couple  of  months  ago. 
In  this  contract,  IBM  Global 
Services  took  over  AT&T’s 
computing  operations,  while 
AT&T  bought  IBM's  world- 
wide data  network. 


IBM  had  decided  that  the 
network  was  too  expensive 
for  it  to  maintain  and  Was 
not  a part  of  its  core  busi- 
ness. It  wanted  to  concen- 
trate on  value-added  net- 
work services  and  get  out  of 
maintenance  of  the  infra- 
structure. Thus  IBM  and 
AT&T  are  also  very  cldsely 
linked  in  a long-term  rela- 
tionship. 

This  seems  to  be  viewed 
by  the  senior  managers  of 
these  companies  as  the  best 
way  of  coping  with  the  con- 
vergence of  telecommunica- 
tions and  information  tech- 
nology. The  EDS-MCI  deal 
seems  now  to  put  pressure 
on  Computer  Sciences  and 
the  others  to  find  themselves 
other  suitable  partners  in 
the  telecoms  sector. 
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Internet  trade  still 
slow  in  Europe 


EUROPE’S  IT  MARKET 


A demand  for  ‘total  solutions’ 


European  companies' 
awareness  of  the  need  for 
Investment  in  information 
technology  has  been  boosted 
by  the  twin  challenges  of  the 
year  2000  computer  date 
change  and  the  new  single 
currency,  the  IDC-  research 
group  says. 

But  corporate  users'  focus 
is  now  more  on  business 
solutions  than  ou  technologi- 
cal prowess.  "IT  decision 
makers  in  1999  are  not  the 
same  IT  decision  makers  to 
whom  vendors  have  previ- 
ously had  to  take  their  mes- 
sage," the  US  research  group 
states  in  a new  study,  Euro- 
pean IT  Market  Perspectives. 

Increasingly,  the  key  per- 
son is  a business  director 
who  understands  business 
results,  benefits  and  compet- 
itive advantage,  rather  than 
an  IT  manager  familiar  with 
technical  details  and  specific 
technologies. 

"This  is  perhaps  the  single 
greatest  challenge  for  Euro- 
pean vendors  in  1999,  to 
engage  an  entirely  new  atti- 
tude towards  IT  spending 


and  IT  strategy  and  to 
rebuild  market  perception." 

Part  or  this  change  in 
thinking  will  involve  a rapid 
growth  in  "application  host- 
ing” or  "the  information  util- 
ity" as  companies  seek  to 
shed  costs  and  opera tionai 
risks.  This  could  be  espe- 
cially attractive  to  the  small 
and  medium  enterprise 
(SME)  market  by  allowing 
access  to  applications  which 
would  otherwise  be  too 
expensive. 

Large  companies,  how- 
ever. might  take  longer  to 
accept  the  idea  of  surrender- 
ing direct  possession  of  their 
own  data  on  their  own  hard- 
ware. "The  growth  of  web- 
based  applications  will  help 
to  speed  the  eradication  of 
this  resistance,"  IDC 
believes. 

With  worldwide  IT  spend- 
ing expected  to  top  the 
SI, 000b n mark  within  the 
□ext  five  years  other  ana- 
lysts’ reports  say  it  has 
reached  that  figure  already 
the  share  taken  up  by  the 
western  European  market  is 


likely  to  remain  fairly  con- 
stant at  around  28  per  cent. 
This  would  mean  a rise  from 
the  S216bn  spent  in  Europe 
last  year  to  more  than 
S300bn  in  2002. 

But  this  will  occur  against 
an  unsettled  background. 
With  European  monetary 
union  now  a reality  and 
signs  of  recession  appearing 
next  to  the  uncertainty  of 
the  millennium  “bomb",  the 
next  few  years  could  be  tur- 
bulent for  Europe,  IDC  adds. 

The  euro  is  generally 
expected  to  be  a success  and 
European  prosperity  should 
be  maintained  into  the  next 
millennium.  “Nevertheless, 
IT  vendors  would  be  well 
advised  not  to  rely  too 
heavily  on  the  European 
market  as  a guaranteed 
source  of  sanctuary  in  the 
stormy  global  seas." 

Yet  however  erratically 
the  European  IT  market 
develops,  one  trend  is  clear 
- business  users  are  looking 
for  "total  solutions".  They 
want  to  buy  their  IT  needs 
simply  and  efficiently  from 


no  more  than  one  or  two 
sources.  “More  and  more, 
this  means  that  products 
alone  are  not  enough  to  win 
business. 

“Services  and  support  are 
an  increasingly  important 
component  of  any  IT  con- 
tract and,  in  many  cases, 
now  account  for  over  SO  per 
cent  of  revenues.  Customers 
want  to  buy  solutions,  not 
boxes  of  equipment." 

Thus,  both  software  and 
hardware  companies  are 
redefining  themselves  as 
“software  and  services"  com- 
panies. “Hardware  dinosaurs 
like  ICL  and  Unisys  have 
been  reborn  as  service  pro- 
viders overnight,"  IDC  notes. 

IDC  expects  more  acquisi- 
tions as  IT  companies  man- 
oeuvre for  key  positions  in 
the  rapidly  coalescing  “total 
solutions"  market.  “The 
Compaq  acquisition  of  Digi- 
tal will  prove  to  be  a taste  of 
things  to  come  in  the  IT 
industry  as  top  vendors  con- 
solidate around  a decreasing 
□umber  of  boardroom 
tables." 
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Many  Europeans  are  still 
reluctant  to  buy  goods  and 
services  across  the  Internet, 
even  though  it  has  became  a 
general  purpose  tool  for 
many  groups  of  people. 

This  is  the  conclusion  of  a 
study  by  International  Data 
Corporation.  Electronic  com- 
merce therefore  remains  in 
an  experimental  phase  in 
western  Europe,  but  it  "is 
expected  to  really  kick  off  in 
the  next  two  years",  says 
IDC.  It  is  estimated  that  10 
per  cent  of  the  inhabitants  of 
western  Europe  are  Web 
users. 

Overhauls  for  the 
year  2000 

Many  organisations  have 
used  the  millennium  "bomb" 
as  a chance  to  overhaul  their 
systems,  putting  them  in  a 
stronger  position  to  face  the 
future.  This  was  the  finding 
of  research  by  PA  Consult- 
ing Group.  More  now  have 
leading-edge  technology  and 
a healthy  relationship 
between  Information  tech- 
nology and  other  depart- 
ments as  well  as  better  man- 
aged  resources.  Better 
recognition  by  senior  man- 
agement of  the  importance 
of  IT  Is  an  added  benefit. 

Frame  relay  popular 
In  Asia 

Frame  relay  networking 
sendees  have  grown  rapidly 
in  the  Asia-Pacific  region 
and  are  set  to  continue  that 
growth  over  the  next  four  to 
five  years,  according  to  Yan- 
kee Group.  The  market  will 
grow  Cram  around  $4l5m 
today  to  more  than  S3bn  in 
2002,  it  says. 

Many  service  providers 
report  a doubling  or  trebling 
of  FR  revenues  from  1997  to 
1998.  Telstra  of  Australia 
reported  FR  revenues  up  by 
300  per  cent  and  Japan's 
NTT  recorded  similar  num- 
bers. FR  prices  have  been 
falling  by  15  per  cent  per 
year  in  that  region  and  are 
set  to  continue  downwards. 

Europe  lags  US  in 
PC  ownership 

Around  a quarter  of  Euro- 
pean households  now  own  a 
personal  computer,  but  this 
is  still  well  behind  the  US 
where  penetration  Is  almost 
double  that  level.  A study  by 
Inteco,  the  IT  research  com- 
pany. found  that  27  per  cent 
of  UK  households  owned  a 
personal  computer  at  the 
end  of  1998.  but  only  11  per 
cent  bad  some  kind  of  Inter- 
net or  online  access.  This 
belies  the  impression  that 
tbe  net  is  now  a standard 
element  of  home  PC  usage 
and  a driving  force  in  the 
home  PC  market. 

Residential  ISDN 
set  to  boom 

The  residential  market  in  < 
Europe  for  ISDN  (Integrated 


Services  Digital  Network) 
telecommunications  technol- 
ogy is  likely  to  see  a signifi- 
cant increase,  according  to  a 
study  by  Frost  & Sullivan, 
tbe  US  research  group.  Tbe 
residential  area  will  be  the 
main  spur  to  growth  for 
ISDN  as  a whole,  it  fore- 
casts. Basic  Rate  Access 
ISDN  Is  being  Increased  by 
the  spread  of  personal  com- 
puters which  produces 
demand  for  applications  and 
easy  access  to  the  Internet. 
Until  the  recent  fall  in 
prices,  ISDN  was  generally 
far  too  expensive  for  the 
home  market. 

Rough  ride  for  ISPs 

Independent  Internet  ser- 
vice providers  face  a rough 
ride  in  the  next  few  years  as  ■ 
competition  intensifies, 
according  to  a report  from 
Analysys,  the  European  tele- 
coms consultancy. 

The  independents  occupy 
a precarious  position  in  the 
internet  supply  chain,  it 
argues.  They  need  to  com- 
pete both  in  the  infrastruc- 
ture and  in  the  service  sup- 
ply businesses,  where 
US-based  America  Online 
and  Yahoo!  are  redefining 
themselves  as  portals  and 
shifting  the  main  source  of 
revenue  generation  in  the 
residential  sector  away  from 
basic  access  towards  con- 
tent-related services. 

Telecom  operators  are  now 
competing  hard  by  using 
economies  of  scale  on  the 
network  side.  In  addition, 
brand-driven  ISPs  such  as 
the  UK’s  Dixons  are  aggres- 
sively entering  the  market, 
leveraging  their  marketing, 
brand-name  recognition  and 
customer  management  skills 
to  win  subscribers. 


Advice  on 
middleware 

Business  computing  users 
can  now  opt  for  a single  stra- 
tegic middleware  product, 
advises  Ovum,  tbe  IT  consul- 
tancy. The  use  of  several 
such  products  is  uneco- 
nomic, it  says. 

“Multi-purpose  middle- 
ware products  will  be  the 
ones  to  survive  in  the 
marketplace,  as  most 'cus- 
tomers cannot  afford  nor  jus- 
tify the  cost  of  multiple 
products,"  soys  the  author. 
Rosemary  Rock-Evans.  Prod- 
ucts are  improving  fast  and 
can  now  offer  several  pro- 
gramming paradigms  and 
methods  of  communication, 
the  report  adds. 

ERP  surges  ahead 

The  market  for  Enterprise 
Resource  Planning  (ERP) 
systems  is  growing  by  leaps 
and  bounds  in  Europe, 
according  to  a study  by 
Frost  & Sullivan.  Revenues 
arc  expected  to  rise  from 
$3-98bn  last  year  to  $13.75bn 
by  2004.  It  is  the  need  to 
streamline  business  pro- 
cesses to  gain  a competitive 
edge  which  is  propelling  the 
growth. 


Intel  introduces  new 
Pentium  III  chip 

Intel  has  launched  the  Pentium 'III.  the  third  generation  of -its 
microprocessor  which  drives  most  of  the  wortd'a  personal 
computers.  The  US  company  stresses  that  file  Pentium  111 
wiH  make  it  much  easier  to  display  fuN-screen,  tufl-mptton 
video  on  PCs,  which  wffl  biur. the  difference  between  a PC 
and  a television.  The  first  machines^  fitted  with  foe  new  chips 
should  be  avertable  in  the  next  few  weeks. 

Microsoft  accuses  Netscape 

Microsoft  has  accused  Netscape  of  making  untrue  claims 
about  its  alleged  attempt  to  divide  the  market  in  Internet 
software  between  the  two  companies.  Microsoft's  general 
manager  of  new  technology  said  in  the  anb -trust .trial  in 
Washington  that  the  allegations  of  an  attempt  to  stifle, 
competition  were  “absurd  and  untrue",  in  dispute  is  what 
happened  at  a meeting  between  foe  two  companies  in  . 
1995. 

Software  AG  to  go  public 

Germany's  Software  AG,  one  of  foe  longest  established 
database  vendors,  fa  to  float  in  what  may  be  the  largest 
software  launch  in  Europe.  The  sale,  fn  the  second  quarter 
of  the  year,  is  expected  to  raise  at  least  DMIbn  ($610m).  it 
will  be  foe  only  big  software  stock  to  Join  SAP  on  the 
Frankfurt  stock  exchange;  more  than  half  the  share  capital 
will  be  offered  to  German  and  foreign  Investors.  Software 
AG  raised  1998  pre-tax  profits  by  35  per  cent  to  DM8 7m  on 
sales  up  by  9 per  cent  to  DM626m. 

Softbank  to  raise  $1bn 

Softbank,  foe  Japanese  software  company,  plans  to  raise 
over  $1bn  to  set  up  two  new  investment  funds  targeted  at 
the  Internet.  This  fa  part  of  the  company’s  move  from 
software' distribution  into  becoming  a major  player  in  the 
Internet  market.  It  now  holds  large  stakes  in  some  of  the 
most  important  Internet  companies  such  as  the  search  - 
engine  Yahoo!  and  the  online  stockbroker  E “Trade.  . 

Serna  profit  up  31  per  cent 

Serna,  the  Anglo-French  computing  services  company, 
raised  operating  profits  last  year  by  31  per  cent  to  £77. 3m 
on  turnover  up  21  per  cent  to  £1.25bn.  Chief  executive 
Pierre  Bonelli  said:  ‘We  have  achieved  the  balance  of 
business  we  have  been  working  hard  towards." 
Telecommunications  now  accounted  for  20  per  cent  of 
revenue,  compared  to  only  6 per  cent  in  1994.  Defence  had 
fallen  from  22  per  cent  to  3 per  cent  in  Che  same  period. 

CA  buys  CMSi 

Computer  Associates  of  the  US  has  made  another 
acquisition  in  the  consulting  and  computing  services  sector 
in  line  with  its  avowed  intention  to  diversify  from  software 
products  into  services.  The  latest  take-over  is  Computer 
Management  Sciences.  CA  will  buy  all  CMSI's  stock  at  $28 
per  share  in  cash.  The  deal  has  been  agreed  between  the 
boards  of  directors.  Last  year.  CA  made  a hostile  bid  for 
Computer  Sciences  which  it  later  withdrew. 

A0L  advertising  deal 

America  Online,  the  leading  US  internet  service  provider, 
has  agreed  an  advertising  deal  with  RrstUSA,  a major  credit 
card  company,  thought  to  be  the  largest  of  its  kind  so  far.  It 
is  hoped  to  generate  $50 0m  over  the  next  five  years. 

FirstUSA  has  also  agreed  smaller  contracts  for  Internet 
advertising  with  Microsoft  and  Excite. 

JBA  management  shake-up 

JBA,  one  of  the  leading  UK  applications  software  vendors, 
has  shaken  up  its  management  team,  with  Alan  Vickery, 
former  executive  chairman,  becoming  non-executive  in 
charge  of  strategy  and  planning.  Ken  Briddon  has  become 
chief  executive.  The  company  said  ft  would  fail  heavily  into 
the  red  this  year.  JBA  competes  with  SAP  and  Oracle 
among  others. 
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Morse  to  float 

Morse,  the  computer  systems  company  which  distributes 
Sun  Microsystems  and  Hewlett-Packard  machines,  is 
planning  to  come  to  the  London  stock  market  in  the  spring. 
The  flotation  is  expected  to  value  the  company  at  around 
£3 00m.  it  should  raise  £130m,  mainly  to  pay  back  its 
principal  investors,  31  and  PPM  Ventures,  for  their  holdings. 

ICL  wins  £500m  contract 

ICL,  the  UK  subsidiary  of  Fujitsu,  the  Japanese  systems 
manufacturer,  has  won  a £500m  contract  to  supply  Britain’s 
Customs  and  Excise  department  with  new  computers.  It 
heads  a consortium  that  also  includes  Racal,  Mitsubishi  and 
Microsoft,  which  jointly  beat  a group  led  by  BT  for  the  job. 
The  work  will  be  carried  out  under  the  Private  Finance 
Initiative,  which  means  that  foe  contractors  will  only  be  paid 
when  it  is  complete. 

George  Black's  e-mail  address: 
gbg26@dial.pipex.com 

Dell  slips,  but  HP  delights 


Wireless  data  war  hots  up 
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The  battle  lines  in  the 
wireless  data  communica- 
tions market  have  been 
drawn.  On  one  side  is  Sym- 
bian, the  consortium  formed 
last  year  comprising  Nokia 
of  Finland.  Ericsson  of  Swe- 
den. Motorola  of  the  US  and 
Britain's  Psion.  On  the  other 
is  a new  alliance  between 
British  Telecommunications 
and  Microsoft 
Having  been  left  out  of  tbe 
Symbian  alliance,  Microsoft 
had  no  choice  but  to  look  for 
another  partner  and  has 
! been  working  closely  with 
BT  for  some  time.  Bath  sides 
are  researching  ways  of 
making  it  easier  to  send  and 
receive  data  while  on  the 
move,  particularly  making 
use  of  the  Internet 
Yet  It  is  hard  for  analysts 
to  judge  which  side  has  the 
advantage  in  this  contest. 
Clearly,  the  Symbian  group 
has  the  greater  strength  in 


hardware,  since  it  includes 
the  three  largest  manufac- 
turers of  mobile  phones  in 
the  world. 

Equally  clearly,  BT  and 
Microsoft  have  outstanding 
skills  in  networking  commu- 
nications. But  the  real  tost 
may  be  in  operating  soft- 
ware and  here  it  is  less  obvi- 
ous which  will  predominate. 

Psion’s  operating  system 
for  its  hand-held  personal 
digital  assistants  is  believed 
by  many  experts  to  be  supe- 
rior to  Microsoft's  Windows 
CE,  a cut-down  version  of  its 
desktop  operating  system, 
especially  in  handling  real-  , 
time  data.  But  Microsoft  has  \ 
almost  unlimited  research  I 
resources.  j 

Meanwhile,  mobile  users 
stand  to  gain  from  competi- 
tion to  bring  them  the  best 
ways  of  accessing  online  ser- 
vices and  exchanging  infor- 
mation on  the  move. 


Two  leading  US  computer 
manufacturers.  Hewlett- 
Packard  and  Dell  Computer, 
turned  in  lower  Ilian  expec- 
ted fourth  quarter  revenue 
growth.  But  Hcwlett-Padiiird 
earnings  wore  well  above 
expectations,  while  Dell’s 
came  in  below  analysts'  best 
hopes. 

Dell's  earnings  were  up  by 
55  per  cent  to  31  cents  a 
share.  This  was  In. line  with. 
Wall  Street  projections,  but 
analysts  had  hoped  to  see  it 
improve  on  these,  /ts  reve- 
nues for  the  quarter  to  end- 
January  were  $5.2bn.  an 
increase  of  38  per  cent  on  the 
year  before.  Net  income  was 
S425in,  a rise  of  49  per  cent 

Dell  had  increased  its 
profit  margins  at  the  cost  of 
revenue  growth,  said  Tom 
Meredith,  chief  financial  offi- 
cer. The  company  would  be 
more  aggressive  in  reducing 
prices  to  boast  revenues  in 
the  current  quarter. 

Hewlett-Packard  earnings 
for  the  three  months,  in  con- 
trast, were  well  above  ana- 
lysts* estimates  at  92  cents  a 
share.  This  was  up  from  8(3 
cents  a share  a year  ago  and 
compared  with  analysts' 
expectations  for  the  com- 
puter, printer  and  electron- 
ics group  of  83  cents  a share. 

However,  the  latest  quar-  . 
ter  included  a gain  of  $20m- 
from  the  sale  of  a semicon- 
ductor-related operation  and 
benefited  irnm  a lower- than 
expected  tax  rate.  HP's  earn- 
ings From  operations 


declined  by  a per  cent  to 
$l-2bn.  dawn  from  $1  Jbn  in 
the  same  period  a year  ago. 
Net  earnings  were  up  by  3 
per  cent  at  Jyeiim  against 
SH29JD.  Revenue  for  the  quar- 
ter was  Sll.ybn,  up  only 
slightly  from  the  year  before. 
Computer  revenues  rose  by  3 
per  cent,  but  sales  of  mea- 
surement products  dropped 
II  per  cent. 

Overall  revenue  growth 
was  disappointing.  Bob  Way- 
man,  chief  financial  officer, 
said.  However,  the  weakness 
had  been  concentrated  in 
two  areas  - measurement 
and  Unix  servers.  “We've 
achieved  a good  profit  out- 
come despite  softness  in 
some  of  our  business  and 
weak  revenue  growth,"  said 
Lew  Platt,  HP's  chief  execu- 
tive. 

For  both  Dell  and  HP. 
Europe  was  the  fastest  grow- 
ing regional  market.  Dell 
achieved  40  per  cent  revenue 
growth  in  Europe,  with  sales 
growth  in  several  countries 
topping  60  per  cent.  HP’s 
European  revenues  were  up 
by  9 per  cent 

HP  also  noted  some 
improvement  to  tbe  Asia-Pa- 
cific region.  Revenues  had 
increased  slightly  from  the 
prior  quarter  and  orders 
were  up  strongly,  HP  said. 
Dell's  revenues  were  up 

30  per  cent  in  Asia  and  unit 
shipments  grew  at  more 
than  five  times  the  maiket 
growth  rate,  said  Michael 

Dell,  the  chief  executive. 
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VIEWPOINT:  ECKHARD  PFEIFFER 


An  aggressive  bid  for 
Internet  supremacy 


?=aChi6Ved  te-  l?usiness  ^ets  well  ahead  of  deadline, 

5 no'J/ ,5tnvin9 t0  make  a bigger  impact  across  the 
networked  world,  writes  Paul  Taylor 


Bcihard  Pfeiffer  has  turned 
Compaq  Computer  into  an 
IT  powerhouse  and  the  sec- 
ond largest  computer  group 
in  the  world  since  he  took 
over  as  chairman  and  chief 

executive  in  1991.  Now  he 
has  set  his  sights  on  a new 
goal  - Internet  leadership. 

Compaq's  evolving  strat- 
egy dates  back  to  1094  when 
the  group,  which  built  its 
reputation  as  a "clone- 
maker"  of  IBM-compatible 
machines,  first  ousted  Inter- 
national Business  Machines 
to  become  the  world's  Larg- 
est personal  computer  manu- 
facturer two  years  nhimri  of 
plan. 

"We  had  worked  so  hard 
to  get  to  this  milestone,” 
says  Mr  Pfeiffer.  "When  we 
got  there,  we  realised  imme- 
diately that  there  should 
already  have  been  the  next 
major  goal  - people  were 
waiting  for  it” 

To  fill  the  void,  he  set  up 
"the  crossroad  team”,  com- 
prising about  120  senior 
managers.  By  June  1996, 
Compaq  had  a new  mission 
- to  evolve  from  the  world's 
biggest  PC  maker  into  a 
global  computer  company  by 
2000-  “More  specifically,  we 
said  that  by  2000,  we  were 
going  to  be  one  of  the  top 
three,"  says  Mr  Pfeiffer. 
Implied  in  that  target  was 
achieving  $50bn  Of  annnal 
revenues;  last  year's  total 
was  $3L2bn. 

Mr  Pfeiffer  created  an 
enterprise  computing  group 
inside  Compaq  and  restruc- 
tured the  company.  "We  had 
decided  the  goal-setting  and 
what  it  would  take  to 
become  a global  enterprise 
computer  company,  we  had 
defined  what  were  the  needs, 
what  would  we  build  inter- 
nally, where  would  partner- 
ing do  the  job,  where  would 
we  have  to  make  acquisi- 
tions- and  the  likely  candi- 
dates and  so  an.  From  that 
point  on,  we  embarked  on 
the  strategy,”  he  says. 

The  first  acquisition  was 
Tandem,  and  then  six 
months  later  Compaq 
announced  the  Digital 


Equipment  deal.  "We  mqflp 
the  step  to  number  two 
worldwide  computer  com- 
pany in  *98,  two  years  «hpad 
of  schedule,”  Mr  Pfeiffer 
says  with  obvious  pride.  “In 
fact,  during  these  last  few 
weeks,  we've  Initiated  our 
next  goal  beyond  the  year 
2000,  and  that  is  what  we 
call  Internet  vision. 

"It  is  a five-point  strategy, 
the  first  of  which  is  Internet- 
enabled  enterprise  solutions, 
the  second  part  is  what  we 
call  Internet  PC  and  appli- 
ances, third  is  Compaq.com, 
the  fourth  is  supply  chain 
management  and  the  fifth  is 
AltaVista.  We  are  using 
AltaVista  [the  Internet 
search  engine  created  by 
Digital]  as  a definition  for 
participating  in  the  Internet 
world  on  a far  broader  scale 
than  just  In-house  Compaq 
activity,”  he  explains. 

"Behind  the  Internet-en- 
abled strategy  is  the  idea 
that  Compaq  has  been,  and 
is  right  now.  the  leader  in 
Internet-enabled  computing 
solutions."  Indeed,  Mr  Pfeif- 
fer admits  to  same  frustra- 
tion that  Compaq's  role  in 
the  Internet  is  often  under- 
played. 

"I  was  really  glad  when  I 
discovered  research  showing 
that  Compaq  is  leading  the 
world  market  in  terms  of 
Internet-based  server  instal- 
lations,” he  says.  "Today,  six 
of  the  eight  leading  Internet 
portal  sites  are  running  on 
Compaq  equipment,  four  of 
the  five  most  visited  web 
sites  are  running  on  Com- 
paq,” claims  Mr  Pfeiffer. 
(That  inchiden  Digital  Alpha 
servers  as  well  as  Himalaya 
mainframes  from  Tandem.) 

In  addition,  he  notes,  the 
largest  e-mail  system  in  the 
worid.  the  America  Online 
system,  with  40m  users,  runs 
an  Himalaya  Systems.  "How 
did  we  get  there?  Well,  the 
strength  of  the  industry 
standards  server  Is  really  at 
the  heart  of  it;  that  is  the 
unique  element  of  our  strat- 
egy. When  you  look  at  the 
competitors,  they're  all  try- 
ing to  really  sell  something 
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else.  "They're  trying  to  sell 
their  solution,  which  fre- 
quently is  not  an  industry 
standard  solution.  So  you 
end  up  with  higher  costs, 
you  end  up  being  pretty 
much  locked  in  and  you  cer- 
tainly do  not  have  the  most 
cost-effective  solution. 

"What  we  are  emphasising 
is  Compaq's  total  commit- 
ment to  driving  an  industry 
standard  deeper  and  deeper 
Into  the  enterprise."  TO  date, 
Compaq  has  shipped  over  2m 
servers.  "We  will  maintain 
that  lead  by  focusing 
resources  on  U."  says  Mr 
Pfeiffer.  Among  the 
resources  the  expanded 
Compaq  group  can  now  call 
upon  is  Digital's  Internet 
expertise. 

"When  you  think  about 
the  AltaVista  technology,  it 
is  not  only  the  search 
engine,  it  is  also  a spectrum 
of  Internet  software  of  a gen- 


eral nature  like  encryption 
technology.  We  are  uniquely 
positioned  given  the  past, 
our  market  share  position 
and  our  strong  relationship 
with  Microsoft" 

As  part  of  that  relation- 
ship, Compaq  and  Microsoft 
announced  in  September 
that  they  will  work  together 
on  “accelerating  NT  as  a 
hardened,  robust  enterprise- 
level  operating  system”.  Mr 
Pfeiffer  says  Compaq's  main 
contribution  will  be  the 
expertise  of  former  Tandem 
engineers  who  built  the 
“non-stop”  hardware  which 
run  many  banking  and  other 

“mission  critical"  systems. 

“We're  doing  it  to  support 
our  own  strategy  and 
secondly  because  it  will  give 
the  industry  the  next  boost 
to  take  it  [Windows  NT]  all 
the  way  to  the  corporate 
data  centre." 

Ahead  of  the  launch  of 
Intel's  next  generation 
Merced  64-bit  microprocessor 
due  next  year,  the  64-bit  ver- 
sion of  Windows  NT  is  being 
developed  on  Compaq 


machines  using  Digital's  64- 
bit  Alpha  microprocessors. 
"You're  getting  a hardware 
platform  that  is  far  ahead  of 
the  most  advanced  Intel  plat- 
form.” says  Mr  Pfeiffer.  “So 
as  long  as  we  can  keep  the 
leadership.  Alpha  has  a 
place  in  the  market. 

“We’re  now  designing  the 
next  generation  of  Himala- 
yas around  Alpha.  Given  the 
focus  on  industry  standards, 
we  see  each  level  of  high 
performance  and  mission 
critical  computing  evolving 
and  con  verging  around  NT 
In  the  long  run,"  he  says. 
“The  main  strength  behind 
this  strategy  is  really  the  full 
leverage  of  the  industry 
standard  which  the  cus- 
tomer accepts  as  the  most 
desirable  and  tbe  most 
cost-effective  solution." 

At  the  other  end  of  the 
computing  spectrum,  he 
believes  that  the  so-called 
“appliance”  or  “thin  client” 
computing  model  is  still  a 
long  way  away.  “It  hasn't 

Turn  to  next  page 


Pfeiffer  ‘Compaq  is  leading  the  worid  market  ki  terms  of  Internet-based  server  installations' 


“As  part  of  Lucent  Technologies, 

I’m  helping  to  take  communications 
in  Europe  to  new  heights" 

Jan  Neuteboom.  Manager.  Software  Development 

1 love  the  feeling  of  freedom  when  I fly.  It's  like  the  freedom  I have  at  Lucent 
Technologies  to  find  a better  communications  solution. 

That's  how  my  team  of  high-flyers  developed  a countrywide  networked 
messaging  system  to  service  all  the  Netherlands.  And  it's  why  Lucent  solutions 
— from  voice  and  data  networking  to  internet  call  center  applications  and 
wireless  — are  transforming  communications  throughout  Europe. 

Whatever  the  future  brings  will  probably  come  from  Lucent  Technologies 
too.  After  all,  over  the  past  128  years  Bell  Labs,  our  R&D  division,  has 
developed  innovations  that  include  the  transistor,  laser  and  cellular 
'.  technology,  even  the  communications  satellite.  And  eight  of  our  scientists 
have  been  awarde*d  the  Nobel  Prize  - a legacy  of  innovation  that 
continues  with  3 new  patents  every  working  day. 

Who's  responsible  for  this  record  of  achievement? 

Consider  that  I have  15,000  colleagues  working 
at  Lucent  across  Europe  - and  more  than  140,000 
worldwide.  Each  of  us  is  aiming  to  make  the 
breakthrough  that  takes  communications  to  a 
new  level.  That's  why  I know  Lucent  will  change 
the  way  you  communicate.  Get  ready  for  take  off! 
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We  make  the  things  that  make  communications  work. 
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SEMICONDUCTORS  by  Paul  Taylor 


‘The 

big 


Worttwkte  PC  market  share 
-Percent 


Brighter  prospects  in  view 


pieces 
are  in 
place’ 


The  potential  is  huge,  but  companies  in  the  semiconductor  market  need  deep  pockets  and  nerves  of  steel-  . 

In  homes,  offices,  factories  and  higher  levels  or  chip  factory  or  “fab"  costs  up  to  worldwide  semiconductor 

and  for  people  on  the  move,  integration  as  chipmakers  $2bn  - and  the  long  lead  market  is  finally  showing  trust  case.-  soil  a 

: — ^ rm  ni amenta f inn  ctmnir  dmc  of  recovery " the  PC  microprocessor  mar- 
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In  homes,  offices,  factories 
and  far  people  on  the  move, 
semiconductors  have  trans- 
formed our  world,  affecting 
almost  all  aspects  of  life 
from  education  to  medicine 
and  transport  to  warfare. 

While  the  past  three  years 
have  underscored  the  volatil- 
ity and  cyclical  nature  of  the 


packed  more  functionality  time  for  implementation,  strong  signs  of  recovery, 
onto  a single  chip.  typically  two  years  from  Analysts  forecast  growth 

“Even  the  traditionally  decision  to  full  production,  a of  up  to  11  per  cent  this  year, 
fast  growing  microprocessor  perfect  supply  and  demand  This  would  result  in  a total 
and  DSP  (digital  signal  pro-  balance  is  impossible.  market  worth  $i40bn  - back 

cessor)  markets  were  not  The  problem  is  made  to  its  1995  peak.  Continuing 
spared.”  said  IDC.  Even  worse  by  companies’  fear  of  strong  growth  is  seen  for 
excluding  memory  revenues,  losing  market  share.  This  Europe  and  converging  tele- 


An  alysts  forecast  growth  ket.  But  competition  with 
of  up  to  11  per  cent  this  year.  AMD  and  national  Smnicon- 
- • ductor’s  Cyrix  unit,  has 


market  worth  *i40bn  - back  intensified,  especially  jn  the. 
to  its  1995  peak.  Continuing  fast  expanding  sub&.OOO  PC 


market.  In  response,  Intel 
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happened  so  far.”  he  says, 
but  quickly  adds:  “On  the 
other  hand  there  is  a,  let  me 
say.  logic  that  would  take 
you  there. 

•It's  just  a matter  of  when 
will  the  package  come 
together.  In  other  words,  it’s 
not  just  the  power  of  the 
server,  it  is  the  operating 
system,  it's  the  application, 
it's  the  technology  in  general 
behind  it” 

Meanwhile,  although  not 
everybody  needs  a fully-pow- 
ered PC,  most  corporate  buy- 
ers still  purchase  Compaq’s 
highest  specification 
machines.  “There  is  still  the 
mentality,  as  we  go  through 
the  next  cycle  of  upgrading, 
that  ’we  want  the  best  we 
don’t  want  to  be  behind  by 
the  time  we’re  installing  it’." 

What  is  more,  “if  you  go 
back  in  the  history  of  com- 
puting, the  mainframe  didn’t 
go  away  when  the  mini 
came,  and  the  mini  didn’t  go 
away  when  the  PC  came; 
these  things  have  huge, 
huge  life-cycles".  Neverthe- 
less. he  accepts  that  it  Is 
important  to  anticipate  fun- 
damental market  shifts. 
That,  be  says,  is  why  Com- 
paq is  emphasising  its  role 
not  only  as  an  Internet  PC 
supplier,  but  also  as  a poten- 
tial vendor  of  household 
information  “appliances" 
which,  at  least  for  the 
moment.  Mr  Pfeiffer  sees 
being  built  around  Micro- 
soft’s Windows  CE  operating 
system. 

"We  have  taken  a very  sig- 
nificant market  share  leader- 
ship by  being  present  in  the 
consumer  as  well  as  the 
commercial  segment,”  he 
says.  “I  think  many  are  dis- 
covering only  now  how 
important  it  was  for  us  to 
make  that  move  into  the 
consumer  space  and  take  on 
market  leadership.  It  brings 
it  all  together.  The  world  is 
connecting  the  consumer 
with  every  commercial  plat- 
form that  there  is  out  there, 
be  it  electronic  stock-trading 
or  Internet  electronic  corn- 


group’s  web  site.  “There  are 
major  initiatives  under  nay 
to  make  it  one  of  the  world's 
leading  web  sites  and  elec- 
tronic commerce  contracting 
sites,”  says  the  Compaq 
chairman,  adding  that  35  per 
cent  of  Compaq’s  total  Euro- 
pean business  in  the  fourth 
quarter  passed  through  the 
site. 

“We're  working  at  pulling 
all  the  data  together  because 
we’re  much  more  advanced 
than  we  have  taken  credit 
for,"  says  the  Compaq  chief. 
“We  have  our  entire  dealer 
network  linked  to  It  [Com- 
paq.com]  and  so  obviously 
that  drives  a pretty  signifi- 
cant volume.” 

But  visitors  to  Com- 
paq.com  can  now  also  place 
and  track  a web-based  order. 
This  is  an  important  depar- 
ture for  Compaq  which,  until 
recently  had  mostly  relied 
upon  its  dealer-based  indi- 
rect sales  model  to  drive 
sales.  Along  with  other  indi- 
rect suppliers.  Compaq  has 
faced  growing  competition 
from  direct  vendors  such  as 
its  arch  rivals,  Dell  Com- 
puter and  Gateway. 

Unlike  most  of  them.  Com- 


a dealer  out  in  front  and  we 
supported  the  dealer.” 

In  Compaq's  new  multi-di- 
mensional distribution  strat- 
egy. the  dealerships  become 
an  extended  part  of  the  main 
organisation  which  supplies 
the  fill]  range  of  products, 
services  and  support. 

In  future,  Mr  Pfeiffer  says, 
Compaq  dealers  will  be  “a 
major  factor  in  our  total  ser- 
vice concept  in  addition,  of 
course,  to  selling  products 
and  solutions. 

“We  see  our  monthly 
share  in  the  dealer  channel 
and  it  has  grown.  They 
know  it  and  while  they  say 
’hey,  what  becomes  of  us?’ 
We  say.  just  look  at  it,  watch 
it.  What  we  are  doing  is 
making  you  more  successful 
as  well. 

“I  said  that  back  in  1991 
when  we  went  through  a 
very  tough  time,  1 said  ’there 
is  nothing  more  important  to 
you  guys  than  a healthy, 
strong  Compaq.  If  we  are 
strong,  you  are  strong'." 

At  the  other  end  of  the 
manufacturing  operation. 
Compaq's  supply  chain  con- 
tinues to  be  streamlined. 
“For  the  first  time  in  the 


world  semiconductor  mar-  down  26  per  cent  for  the  encourages  chipmakers  to 
ket,  its  long  term  growth  has  year,  the  total  market  still  delay  closing  surplus  plant. 


Europe  and  converging  tele-  has  been  slashing  prices  on 
corns  and  computing  mar-  its  low-end  Celeron  micro- 


been  driven  by  spectacular  declined  by  5 per  cent,  with  Despite  collectively  losing  semiconductor  market  Is 
advances  in  semiconductor  seven  of  the  top  11  semioon-  $1.5bn  a month,  the  industry  expected  to  be  worth  about 


design,  with  sizes  shrinking, 
prices  tumbling  and  perfor- 
mance and  power  soaring. 


ductor  groups  showing  sharp 
revenue  declines. 

The  market  for  D-Ram 


Manufacturers  have  built  chips  - about  10  per  cent  of 


delay  closing  surplus  plant-  kets.  By  2003,  the  world  processors.  . 

Despite  collectively  losing  semiconductor  market  Is  Other  companies,  mclud- 
SLSbn  a month,  the  industry  expected  to  be  worth  about  ing  Motorola  of  the  US.  are 
only  really  began  to  cut  S232bn.  with  microproces-  focussing  on  customised, 
capacity  last  year.  In  the  sors,  DSPs  and  application  highly  integrated  circuits. 

specific  standard  products  Motorola  plans  to  tap  its 
showing  strong  growth.  portfolio  of  50,000  chips. 


chips  and  silicon  “intelli- 
gence" Into  everyday  items, 
accelerated  time  to  market 
and  increased  product  fea- 
tures. Thus  microprocessors 


the  semiconductor  market  - 
is  driven  by  the  supply, 
demand  and  price  equation. 
The  result  is  a classic  indus- 
try investment  cycle,  says 


and  embedded  controllers  Malcolm  Penn,  managing 


are  replacing  electro-me-  director  of  Future  Horizons, 


chanical  systems  in  a wide  a Europe-based  semiconduc- 
range  of  consumer  and  tor  industry  analyst. 


FD 
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Among  the  most  pro  mis-  including  the  PowerPC 
ing  segments  are  the  PC  microprocessor,  to  compile  a 


market,  accounting  for  more  huge  catalogue  of  modules 
than  a third  of  semiconduc-  and  components  for  building 


industrial  products. 

More  chips  are  also  being 
used  in  existing  applications. 


LUi  iliuuaujr  HI  | — ■ ■ | m 

D-Ram  shortages  push  up  TI16  1 1 fflQUStry 
prices  and  profits,  encourag-  , , ... 


ing  higher  investment  and  |f|  KlSltlOII 


The  semiconductor  content  new  entrants.  High  profits 
in  everything  from  automo-  enable  the  industry  to 


biles  to  dishwashers  is  soar- 
ing. According  to  Dataquest, 
the  IT  market  analysts, 
semiconductors  will  account 
for  30  per  cent  of  electronic 
revenues  by  the  end  of  the 
decade,  up  from  16  per  cent 
in  1991. 


increase  Investment  causing 
a capacity  glut.  Prices  fall, 
profits  shrink  and  there  is  a 
shakeout 

One  answer  is  to  out- 


Here  and  on  the  following 
pages  of  this  two-part 
review,  FT  writers  highlight 
developments  in  the  world’s 
fastest-changing  industry 


tor  consumption.  This  year, 
IDC  forecasts  that  PC  sales 
will  rise  by  LL8  per  cent  to 
just  over  100m  uqits.  The 
telecommunications  market 
particularly  mobile  telecoms, 
also  remains  very  strong. 

These  forecasts  are  wel- 
come news  for  leading  semi- 
conductor makers.  Accord- 
ing to  Dataquest,  global 
revenues  at  seven  of  the  top 
11  manufacturers  fell  by  at 
least  14  per  cent  in  1998. 
Among  top  manufacturers. 


source  chip  manufacture  to  only  the  three  European 


“foundries"  in  the  Far  East, 
particularly  in  Taiwan  and 


first  nine  months,  about 


Yet  the  semiconductor  Singapore,  says  Curtis  Waz-  $2Sbn  in  new  factory  invest- 


market  - especially  in  mem- 
ory chips  - is  not  for  the 


niak,  head  of  Electrogias,  a meats  was  deferred  or  elimi- 


leading  US  semiconductor  nated.  The  industry  can- 


faint-hearted.  Deep  pockets  equipment  supplier.  "It  is  a celled,  delayed  or  closed  22 


and  nerves  of  steel  are  essen-  natural  evolution  for  the 


tial  in  a market  beset  by  industry  as  it  matures.' 


boom  and  bust  conditions. 
Last  year.  International 


In  the  D-Ram  market, 
which  suffered  its  third  con- 


Data  Corporation,  the  IT  secutive  year  of  decline  in 


‘It’s  not  really  a matter  of  company 
size,  it’s  about  what  customers  want 
and  who  can  best  meet  those  needs’ 


research  group,  estimates 
the  value  of  the  worldwide 
semiconductor  market  fell 
by  9 per  cent  to  $124.6bn. 
reflecting  overcapacity  not 


1998,  the  upheaval  has 
occurred  despite  strong  PC 


fabs.  Texas  Instruments  quit 
the  D-Ram  market 
However,  there  are  signs 
that  the  memory  market 
may  have  turned.  D-Ram 
prices  have  firmed  in  the 


chipmakers  - Philips,  Sie- 
mens and  STMicrocroelec- 
tronics  - and  Intel,  the 
Industry  leader,  bucked  the 
trend. 

The  biggest  declines  came 
at  Japanese  and  Korean 


“systems-on-a-chip”. 

Tomorrow’s  silicon  will 
merge  dozens  of  today's  sin- 
gle function  semiconductors 
on  a single  chip.  Only  the 
most  complex  systems  wil] 
need  more  than  a couple  of 
chips;  many  products,  such 
as  GSM  digital  telephones, 
will  have  just  one.  This 
move  towards  integrating 
memory,  logic,  and  other  cir- 
cuit types  on  to  one  silicon 
slice  to  create  systems-on-a- 
chip  is  a key  industry  trend. 

Aside  from  Motorola, 
STMicroelectronics.  LSI 
Logic,  National  Semiconduc- 
tor. VLSI  Technologies  and 
many  other  companies  are 
targeting  this  market.  Sys- 
tem-on-a-chip  sales,  now 
only  $4ba  or  3 per  cent  of  the 


manufacturers  including  world  market,  are  expected 
Hitachi,  NEC  and  Samsung,  to  total  $70bn  by  2001  - tri- 


all  heavily  reliant  on  D-Ram 
chips.  Dataquest  estimates 
that  semiconductor  revenues 


sales  - the  main  market  for  news  for  manufacturers  in 
memory  chips.  As  Future  Japan.  South  Korea,  and 


past  five  months  - welcome  at  Intel,  which  supplies  most 
news  for  manufacturers  In  microprocessors  used  In  PCs. 
Japan.  South  Korea,  and  grew  by  4.3  per  cent  to 


Horizons  notes,  the  most 


only  in  the  D-Ram  (dynamic  recent  downturn  resulted 
random  access  memory)  from  over-investment  in 


merce. 

It  is  in  the  home  that  Mr 
Pfeiffer  sees  the  biggest 
opportunity  for  appliances 
and  has  begun  to  position 
the  company  with  a number 
of  industry  Initiatives.  For 
example , Compaq  began 
shipping  some  of  its  con- 
sumer PCs  with  ADSL  (Assy- 
metric  Digital  Subscriber 
Line)  modems  in  December. 

“We  have  announced  what 
we  call  our  triple  play.  In 
other  words,  broadband 
technology  to  the  home  In 
each  of  these  areas  - the 
ADSL  chip,  cable  modems 
and  satellite.  We  have  also 
announced  a Compaq-led  ini- 
tiative to  develop  an  indus- 
try standard  for  networking 
in  the  home  using  the  tele- 
phone system.  The  fact  that 
we  take  an  initial  position 
helps  move  the  Industry  to  a 
decision  point." 

The  third  strand  in  Com- 
paq’s new  strategy  Is  devel- 
oping Compaq.com,  the 


paq's  market  share  has  kept 
rising  despite  the  challenge. 
“For  each  customer  group 
we  have  a go-to-market 
model  that  is  tailored  to 
meet  exactly  their  prefer- 
ences. This  is  what  we  call 
‘customer  choice’,”  says  Mr 
Pfeiffer. 

“If  the  customer  choice  is 
to  buy  direct,  then  the  cus- 
tomer can  do  it.  If  the  cus- 
tomer goes  indirect  or  with  a 
traditional  distribution- 
based  model  then  that  is  also 
available.”  So  far.  Compaq 
has  managed  to  expand  its 
direct  sales  business  without 
alienating  its  traditional 
channel  partners.  Mr  Pfeiffer 
claims  this  has  been 
achieved  by  involving  its 
channel  partners  directly. 

“We  have  been  able  to 
jointly  mark  out  a strategy 
that  shows  the  future  for 
them.  We’ve  called  it  the 
rules  of  engagement,  so  we 
have  both  sides  committed. 
We  review  the  actual  func- 
tioning of  it  and  modify  and 
update  it." 

These  “rules  of  engage- 
ment" set  down  who  deals 
with  potential  customers  - a 
process  that  has  been  evolv- 
ing since  the  1996  announce- 
ment that  Compaq  was  aim- 
ing to  join  the  top  tier  of 
global  computer  companies. 

“When  we  made  that 
announcement,  we  knew 
very  clearly  that  meant  we 
would  take  ownership  of  the 
customer  relationship  and 
that’s  the  other  key  word. 
Compaq  owns  the  customer 
relationship.  That  is  a dra- 
matic change  over  the  last  15 
years,  where  there  was  often 


fourth  quarter,  we  ran  the 
PC  part  of  Compaq's  busi- 
ness with  inventory  turns  of 
30  which  is  a huge  step  func- 
tion.” Compaq  now  runs 
“direct  configure-to-order  for 
consumer  products  for  small- 
to-medium  businesses”. 

The  final  part  of  Compaq’s 
new  strategy  involves  AltaV- 
ista. In  January.  Mr  Pfeiffer 
announced  that  AltaVista 
would  operate  as  a separate 
company  with  a view  to  flo- 
tation at  some  stage.  Since 
then.  Compaq  has  acquired 
Shopping.com.  an  Internet 
commerce  start-up,  and 
struck  a deal  with  Microsoft 
to  supply  search  facilities  for 
the  Microsoft  Network. 

“Now  we  are  working  on 
all  the  other  aspects  of  con- 
tent and  another  major  proj- 
ect that  we  cafl  E-services, 
which  I think  is  the  next  big 
step  on  the  Internet’’  says 
Mr  Pfeiffer.  “Today,  what 
generates  revenues  and  prof- 
its. or  margin  let’s  say,  is 
really  electronic  commerce 
and,  to  a much  lower  degree, 
electronic  services.” 

For  the  moment  the  Tan- 
dem and  Digital  acquisitions 
appear  to  have  sated  Com- 
paq’s appetite.  Mr  Pfeiffer 
says  he  expects  most  of 
growth  in  the  future  to  be 
organic.  “The  big  pieces  are 
in  place."  he  says.  But  does 
that  mean  IBM  will  remain 
much  bigger? 

“It’s  not  really  a matter  of 
size."  insists  Mr  Pfeiffer,  “it’s 
about  what  the  customer 
wants  and  who  can  best 
meet  those  needs  . . . and 
who  is  the  best  computing 
partner  or  business  partner." 


Taiwan,  which  account  for. 
80  per  cent  of  production. 

The  average  selling  price 
of  D-Ram  chips  rose  by  9 per 
cent  in  November,  following 
gains  of  14  per  cent  in  Octo- 


market  which  continued  to  1993-95.  Manufacturers  esti-  of  D-Ram  chips  rose  by  9 per 
shrink,  but  also  in  every  mate  world  prices  for  D-Ram  cent  in  November,  following 
other  segment.  chips  fell  about  60  per  cent  gains  of  14  per  cent  in  Octo- 

Unit  shipments  were  flat,  in  the  12  months  to  end-Sep-  ber  and  11  per  cent  in  Sep- 
due  to  slower  personal  com-  tember  1998  after  sharp  tember.  November  billings 
puter  sales,  particularly  in  declines  previously.  were  the  highest  since  Octo- 

North  America  in  the  first  Given  the  high  incremen-  ber  1997,  leading  Future 
half,  slower  demand  in  Asia  tal  investments  - a new  chip  Horizons  to  state:  “The 


S22.6bn.  Intel's  semiconduc- 
tor revenue  is  now*  2.7  times 
that  of  NEC  of  Japan,  its 
nearest  rival.  However,  the 


pie  the  size  of  today's  micro- 
processor market  and  26  per 
cent  of  total  chip  sales. 
Other  companies,  including 
TI.  are  focusing  on  DSP 
chips  to  translate  analogue 
signals  into  digital  codes. 

Despite  the  proliferation  of 
semiconductor  devices,  this 
semiconductor  revolution 


puter  sales,  particularly  in 
North  America  in  the  first 
half,  slower  demand  in  Asia 


ber  and  11  per  cent  in  Sep-  European  vendors  making  it 
tember.  November  billings  into  the  worldwide  top  10  for 
were  the  highest  since  Octo-  the  first  time. 


strongest  performance  was  has  only  just  begun.  Even  in 
in  Europe,  with  the  three  the  industrialised  markets, 


ber  1997,  leading  Future 
Horizons  to  state:  “The 


Intel,  which  this  month 
will  make  its  first  court  rep- 


most  households  still  do  not 
own  a PC  or  cellular  tele- 
phone. The  potential  is 
clearly  there  for  explosive 
growth. 


PERSONAL  COMPUTERS  by  Tom  Foremski 


Prices  fall  as  power  grows 


As  the  cost  of  PCs  continues  to  come  down,  more  and  more  consumers  - especially 
in  European  markets  - are  digging  into  their  pockets  and  going  online 


Just  a few  years  ago.  the 
main  trend  in  personal  com- 
puters was  that  the  price 
generally  stayed  the  same, 
but  the  system  grew  more 
powerful.  During  the  past 
two  years,  the  trend  towards 
more  powerful  systems  has 
remained  the  same,  but  the 
price  has  gradually  fallen  to 
ever  lower  levels. 

These  price  pressures  have 
shaved  profit  margins,  creat- 
ing big  challenges  for  PC 
makers  and  winnowing  out 
the  weaker  vendors.  The 
main  beneficiaries  have  been 
PC  users  and  the  largest  PC 
vendors  which  have  steadily 
grabbed  growing  shares  of 
the  total  PC  market 

According  to  Dataquest. 
the  US  market  research  com- 
pany. Compaq  Computer  is 
the  world's  largest  PC  maker 
with  a 14  per  cent  share,  fol- 
lowed by  IBM,  Dell  Com- 
puter and  Hewlett-Packard. 
Dataquest  expects  these  top 


four  companies  to  continue 
to  gain  a larger  share  of  the 
total  market  at  the  expense 
of  smaller  PC  vendors. 

For  these  top  four  PC  mak- 
ers. the  strategy  is  to  use 
economies  of  scale  to  make 
money  in  a very  competitive 
market  and  keep  up  with 
ever  lower  PC  system  prices. 
One  key  strategy  that  has 
worked  very  well  for  Dell  is 
the  development  of  its  web 
site,  which  allows  customers 
to  specify  PC  options  and 
have  quick  delivery  of 
systems. 

This  build-to-order  model 
has  shaken  up  the  entire  PC 
industry  and  forced  Deli's 
competitors  to  try  to  emu- 
late its  business  model.  Com- 
paq. for  example,  recently 
launched  its  Compaq.com 
business  division  to  beef  up 
its  online  sales. 

And  while  profits  on  PCs 
have  fallen  sharply  in  line 
with  price  cuts.  PC  vendors 


have  turned  towards  selling 
PCs  bundled  with  computer 
peripherals,  such  as  printers 
and  scanners.  This  allows 
them  to  sell  larger  numbers 
of  computer  peripherals  and 
differentiate  their  bundles 
from  those  of  competitors. 

Many  PC  makers  have  also 
cut  back  drastically  on  fund- 
ing R&D  projects  which  were 
used  to  create  proprietary 
PC  technologies. 

Again.  Dell  has  led  the 
way.  by  spending  very  little 
on  R&D  and  instead  allow- 
ing Intel  and  Microsoft  to 
establish  PC  standards 
which  then  become  industry 
standards. 

Intel  has  cross- technology 
licensing  deals  with  all 
major  PC  makers,  allowing 
it  to  establish  PC  industry 
initiatives  that  become 
widely  adopted  and  help  to 
maintain  the  PC  platform  as 
a relatively  cheap  commod- 
ity product  and  thus  expand 


the  total  market. 

Intel's  efforts  have  also 
helped  to  drive  down  PC 
prices  and  produce  faster 
systems  because  of  competi- 
tion from  Advanced  Micro 
Devices  (AMD)  and  National 
Semiconductor's  Cyrix  divi- 
sion. These  competitors  are 
never  more  than  a few 
months  behind  Intel's  latest 
product  Introductions  into 
the  mainstream  microproces1 
sor  market. 

To  try  to  throw  off  its  com- 
petition. Intel  has  been  ruth- 
lessly cutting  prices  and 
bringing  out  ever  faster 
microprocessors. 

Intel’s  latest  Pentium  ITT 
family,  for  example,  will 
probably  reach  a speed  of 
more  than  600  MHz  by  the 
end  of  this  year  compared 
with  its  current  fastest  chips 
running  at  450  MHz.  But 
Intel  has  to  make  sure  that 
there  is  a need  for  ever  fas- 
ter PCs. 


With  the  Internet  as  the 
main  application  for  many 
PC  users,  and  low  to  mid- 
range PCs  perfectly  capable 
of  running  Internet  web 
browsers  and  standard  busi- 
ness applications,  such  as 
word  processing  and  spread- 
sheets, Intel  must  ensure 
that  there  is  a need  for  ever 
faster  PCs. 

To  that  end,  Intel  has 
invested  more  than  $lbn  in 
companies  developing  appli- 
cations that  require  fast  PCs. 
hoping  that,  at  least,  some  of 
those  companies  will  create 
mainstream  applications 
that  will  help  it  sell  more 
high-end  microprocessors. 

But  with  its  focus  on  fos- 
ter microprocessors,  Intel 
has  been  losing  market 
share  to  AMD  and  Cyrix  in 
the  fast  growing  low  end  of 
the  market.  Inexpensive 
microprocessors  from  AMD 
and  Cyrix  have  enabled  PC 
vendors  to  sell  systems  for 
as  low  as  $500.  AMD  man- 
aged to  increase  its  market 
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PERSONAL  COMPUTERS 

> Strong  European  sales 


MAINFRAMES  by  Geoffrey  Nairn 

A new  lease 
of  life  for 
heavyweight 
survivor 

Rapid  growth  of  the  Internet  and 
electronic  commerce  has  helped  revive 
demand  for  mainframes  and  the  powerful 
performance  they  provide 
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From  facing  page 

share  to  15.4  per  cent  in  the 
fourth  quarter  of  1998 
against  6.6  per  cent  for  the 
same  period  in  1997,  accord- 
ing to  IDC,  the  US  market 
research  company 

Intel  has  vowed  to  recap- 
ture lost  market  share  with 
its  low-end  Celeron  micro- 
processors. but  the  Celeron 
line  has  not  been  selling  well 
despite  the  fact  that  it  offers 
comparable  performance 
with  its  more  expensive  Pen- 
tium H line. 

Extrapolating  the  PC  trend 
to  ever  lower  prices. 
National  Semiconductor  has 
virtually  bet  the  company  on 
leap-frogging  Intel  to  pro- 
duce a PC-on-a-chip  with  its 
MediaPC  product  due  out 
later  this  year.  By  integrat- 
ing on  one  chip  many  func- 
tions that  would  normally 
require  several  chips,  manu- 
facturers can  cut  their  pro- 
duction costs.  Brian  Halla, 
chief  executive  officer  of 
National,  foresees  a future 
where  PC-on-a-chip  products 
result  in  embedded  PC 
systems  in  a wide  variety  of 
high  volume  consumer  elec- 
tronics. products  ranging 
from  cellular  phones  to  digi- 
tal set  top  TV  boxes  as  well 
as  even  cheaper  PCs  in  the 
$200  range. 


European  PC  market  share 

Percentage  ot  total  maricet 
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Sam  a must 

“Over  the  past  two  years, 
we  have  been  acquiring  the 
various  components  needed 
to  produce  a PC  on  a chip 
and  we  are  on  schedule  to 
introduce  the  first  product 
this  summer,”  says  Mr 
Halla.  “We  have  already 
received  considerable  inter- 
est in  MediaPC.  especially 
from  European  companies." 

Creating  a PC  on  a chip  is 
not  easy.  It  requires  the  com- 
bination of  many  functions 
that  are  currently  handled 
by  separate  chip  compo- 
nents. Testing  the  final  chip 
is  yet  another  big  challenge. 

National’s  MediaPC  effort 
should  give  it  a key  advan- 
tage over  Intel,  especially 
with  the  current  investiga- 
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tion  by  the  US  government 
Into  allegations  that  Intel 
has  engaged  in  antitrust 
business  activities.  For  Intel 
to  produce  a similar  product. 
Mr  Halla  explains,  it  would 
need  to  acquire  companies 
with  key  technologies.  This 
would  attract  even  further 
scrutiny  from  the  US  Federal 
Trade  Commission. 

For  PC  users,  the  future  is 
clear:  more  powerful 

systems  and  cheaper  prices, 
a combination  that  is  bring- 
ing PCs  to  wider  numbers  of 
people,  especially  in  Europe. 
Dataquest  notes  that  PC 
sales  in  Europe  have  been 
among  the  fastest  growing  in 
the  world,  a trend  that  is 
likely  to  continue  this  year. 


Despite  predictions  of  its 
impending  death,  the  main- 
frame refuses  to  bow  out 
from  the  industry  it  created 
more  than  30  years  ago.  But 
as  the  performance  and  reli- 
ability of  cheaper  server 
technologies  increases  each 
day.  even  its  most  loyal  fans 
know  the  sun  must  one  day 
set  on  the  mainframe. 

In  1964.  IBM  unveiled  its 
Svstem/360  mainframe  com- 
puter and  ushered  in  a 
golden  age  - at  least  for  IBM 
- of  commercial  computing 
in  which  the  mainframe  was 
invincible.  But  the  generous 
proSts  created  a climate  of 
complacency  and  a belief 
that  the  mainframe  could 
never  be  challenged. 

IBM  was  slow  to  adapt  to 
new  trends  such  as  the  rise 
of  personal  computers  and 
networking  in  the  1980s. 
Within  a few  years,  Big 
Blue's  problems  were  all  too 
visible  and  the  “open 
systems”  movement  was 
encouraging  companies  to 
abandon  their  expensive 
mainframes  in  favour  of 
cheaper  hardware  and  soft- 
ware based  on  the  client- 
server  model. 

Events  reached  their  nadir 
in  the  early  1990s  when  the 
company's  share  price  hit 
rock  bottom  and  the  main- 
frame seemed  destined  to  fol- 
low the  dinosaur  into  extinc- 
tion. But  IBM  was  saved 
from  the  brink  by  a remark- 
able corporate  turnaround 
and  today's  IBM  is  very  dif- 
ferent from  that  of  previous 
decades. 

In  this  era  of  the  Internet 
and  powerful  PCs,  the  main- 
frame may  seem  an  unwel- 
come link  with  the  past. 


Indeed,  IBM  has  rechris- 
tened its  mainframes  as 
“enterprise  servers”  in  an 
attempt  to  downplay  the 
word  “mainframe”. 

But  the  mainframe  still 
attracts  customers.  Last  year 
IBM  shipped  1,000  of  its 
newly  introduced  “Genera- 
tion 5"  mainframes  in  just 
100  days,  making  it  the  fast- 
est selling  mainframe  in  its 
System/390  family  - the 
direct  descendent  of  IBM's 
original  System/360. 

IBM  shipments  of  S/390 
computing  power  in  1998 
increased  by  about  60  per 
cent,  as  measured  in  mips 
(millions  of  instructions  per 
second,  a crude  measure  of 
performance).  But  revenues 
actually  declined  because  of 
the  year -on-year  price  reduc- 
tions. 

Most  of  the  customers  are 
existing  mainframe  users 
who  have  held  back  upgrad- 
ing in  expectation  of  the  new 
line.  But  IBM  finds  comfort 
in  the  fact  they  choose  to 
upgrade  rather  than  aban- 
don the  mainframe  com- 
pletely. According  to  main- 
frame fans,  one  of  the 
factors  driving  this  revitali- 
sation of  the  market  is  the 
growth  of  the  Internet. 

“The  last  thing  you  want  if 
you  are  running  a big  e-com- 
merce site  is  performance 
problems,"  says  Keith  Gup- 
well,  who  heads  DataDirect, 
a division  of  Merant.  the 
Anglo-American  software 
house  formerly  known  as 
Micro  Focus.  Many  organisa- 
tions take  their  first  steps 
into  e-commerce  by  buying 
one  of  the  new  generation  of 
smaller  servers  based  on  the 
Unix  or  Windows  NT  operat- 
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Ed  Zander,  chief  operating  officer  of  Sun  Mcrosystams  with  Sul's  St 
server  which  is  claimed  to  compute  at  speeds  up  to  four  times  tester 


ing  systems  and  linking  it 
via  a “gateway"  to  their 
ordering  or  stock  control 
application  running  on  their 
mainframe.  According  to  Mr 
Gupwell,  this  is  not  the  best 
solution  as  the  web  server 
can  quickly  be  overwhelmed 
if  the  site  receives  too  many 
hits.  If  server  performance 
becomes  unacceptably  slow, 
the  risk  is  that  online  cus- 
tomers will  go  elsewhere  in 
frustration. 

E-commerce 

“The  traditional  way  to 
gain  access  to  data  on  a 
mainframe  is  via  gateways." 
he  says.  “This  is  fine  for  low 
volume  transactions  but 
there  is  a constraint  of  per- 
formance and  under  e-com- 
merce. there  is  a risk  that  it 
will  not  stand  up.”  DataDi- 
rect offers  “middleware"  to 
make  it  easier  to  access 
information  stored  on  main- 
frames networks  using  mod- 
ern software  technologies 
such  as  Java. 

Mainframes  are  promoted 
by  IBM  and  others  as  ideal 
servers  for  e-commerce 
because  of  their  superior 
"scalability"  - meaning  the 
ability  to  increase  perfor- 
mance easily  by  upgrading 
the  system.  “With  the  explo- 
sion in  e-business  transac- 
tions, customers  need  highly 
available  computing  power 
that  can  be  increased  rapidly 


to  handle  that  demand,” 
says  Brenda  Zawatski.  direc- 
tor of  enterprise  systems  in 
IBM’s  S/390  division. 

The  S/390  G5  is  IBM’s  first 
mainframe  to  deliver  more 
than  1.000  mips.  It  is  ideally 
suited  to  new  Internet  appli- 
cations, EBM  claims,  and  in  a 
recent  benchmark  test,  a 10- 
processor  version  of  the  SI 
390  G5  running  as  a web 
server  handled  a record 
21,591  hits  a second  - a 50 
per  cent  increase  over  the 
previous  record. 

Today's  mainframes  have 
little  in  common  with  main- 
frames of  past  decades.  For 
one  thing,  they  no  longer 
need  expensive  water  cool- 
ing as  they  now  use  proces- 
sor technology  similar  to 
that  used  in  PCs. 

“The  technology  has 
changed  dramatically  and 
today's  mainframes  only  use 
5 per  cent  of  the  energy  of 
water-cooled  predecessors,” 
says  Peter  Jilek,  head  of 
mainframes  at  Siemens,  the 
German  company.  Siemens 
is  one  of  a handful  of  com- 
petitors selling  IBM-compati- 
ble mainframes.  Faced  with 
declining  mainframe  sales, 
vendors  such  as  1CL  (owned 
by  Japan’s  Fujitsu)  and  Uni- 
sys of  the  US  are  focusing 
strongly  on  services  and 
software  for  their  growth. 

Siemens,  however,  claims 
it  is  still  committed  to  the 
mainframes  although  it  no 


arfira  Ultra  Enterprise  10000 
than  mainframe  computers  ap 

longer  makes  them  itself; 
three  years  ago,  it  decided  to 
buy  in  hardware  from  other 
vendors.  “It  was  not  an  easy 
decision  to  take,  as  tradition- 
ally Siemens  has  developed 
everything  in-house,"  says 
Mr  Jilek. 

For  future  growth,  Sie- 
mens is  looking  to  a new 
range  of  low-end  mainframes 
based  on  Lhe  same  off-the- 
shelf  Rise  processors  used  in 
Unix  servers.  "It  is  the  first 
mainframe  operating  system 
to  be  ported  to  a standard 
processor  architecture  and 
the  per-user  cost  is  similar  to 
that  of  a Unix  system,”  he 
says. 

The  traditional  distinction 
between  mainframes  and 
servers  is  blurring.  Sun,  for 
example,  recently  unveiled 
its  new  El 0000  range  of 
“mainframe-class"  Unix 
servers  with  mainframe-like 
features  such  as  “partition- 
ing" that  allows  different 
jobs  to  run  on  a single 
machine  - a characteristic  of 
mainframes. 

Chris  Sarfas,  Sun’s  prod- 
uct marketing  manager, 
believes  Sun’s  systems  will 
ultimately  out-perform  S/390 
mainframes.  But  he  accepts 
that  traditional  mainframe 
customers  are  not  going  to 
change  overnight.  "H  they 
have  spent  S3m  on  a main- 
frame. they  do  not  want  to 
have  to  admit  they  were 
wrong  " he  says. 
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Protect,  manage,  and  share 
information  in  a way  that 
makes  it  available  to  everyone 
in  your  organisation. 


THE 

EMC 

EFFECT’ 


EMC? 

Tte  Enterprise  Storage  Con^pany  Finance's  information  is  on  mainframe.  Engineering  has  applications  on  UNIX.  Sales  & Marketing  use 
NT.  No  problem.  EMC  Enterprise  Storage™  allows  you  to  take  isolated  information  and  consolidate  it  for  maximum  access 
by  anyone  who  needs  it.  Instead  of  an  "information  gap where  people  are  separated  from  information  because  of 
incompatible  technology  - information  can  be  shared  completely,  accurately,  and  immediately,  regardless  of  the  system. 
And  with  EMCTs  Enterprise  Storage  Network' (ESN)  you  can  enhance  data  access,  boost  network  performance  and  automate 
storage  management.  Just  some  of  the  many  ways  EMC  helps  lire  world’s  leading  companies  make  the  best  use  of  their 
most  valuable  asset.  Information.  To  pat  The  EMC  Effect ■ to  work  for  you,  reach  us. at  www.EMC.com  or  01737  835  128. 

EMC  AMD  FMC  A»E  KG'SIEVED  RUCMM  EMC  ENlrTPEiJ*  THE  ENTFWIH  JTOSaGE  COMPANY  AHD  THE  EMC  EFFECT  AKE  7KADEMMJU  at  (MC  COETOIaIION.  «im  EMC  COIPOUFION  AIL  EIGHT*  EESEtVJO 
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COMPUTER  SOFTWARE  by  Philip  Manchester 


Revenues  soar  but 
users  are 


The  spread  of  IT  .into  all  comers  of  human  activity  has  led  to  a huge  expansion  hi  theF 
software  industry,  friough  big  problems  remain  to  be  solved  ' ' ^ 


Software  piracy  is  a serious  problem  for  the  IT  Industry  hi  many 
parts  of  the  world.  The  Business  Software  Affiance  estimates  that 
hi  Russia,  for  example,  up  to  95  per  cent  of  software  is  pirated; 
although  most  of  this  is  tor  penrarial  computer  use;  see  report  on 
page  16  of  this  review.  In  China,  pictured  above,  a steamroller  is 
used  to  crush  thousands  of  pirated  compact  disks,  video  tapes  and 
software  items  during  an  anti-piracy  crackdown  ap 


The  computer  software 
industry  is  a phenomenon  by 
any  standards. 'It  is  just  over 
half  a caitury  since  Profes- 
sor Tcm  KHburn  wrote  wbjat 
is  generally  acknowledged  as 
the  world’s  first  computer 
program.  AgS.  yet’  in  this 
short  time‘  rihe  software 
industry  bascreated  unprec- 
edented wealth  from  no 
more  than  some  clever 
encoded  as  ^stream  of  elec- 
tronic signals.'  - 

The  software  . industry 
proper  is,  of  course,  only 
about  twenty  years  old  - 
with  leading  companies  Bhe 
Microsoft,  Oracle  and  SAP  - 
growing  from  thetr  humble 
beginnings  in  the  1970s  to 
become  multi-billion  dollar 
global  corporations. 

Software  has  enabled  the 
power  of  the  computer  to 
reach  into  every  corner  of 
human  activity  - from  con- 
trolling massive  telecommu- 
nications networks  to  pro- 
viding education,  from 
running  entire  ftifprrmtimiai 
corporations  to  innovations 


in  home  entertainment. 
Worldwide  revenues  from 
sales  of  software  are  immea- 
surable - especially  because 
some  is  distributed  electroni- 
cally ttinrigh  the  internet. 

But  taking  only  the  reve- 
nues of  the  main  suppliers, 
the  total  m n.<  into  tens  of 
billions  of  dollars.  According 
to  research  company  1DC. 
world-wide  revenues  for 
enterprise  resource  planning 
packages  alone  will  top 
$20bn  this  . year.  While  ERP 
is  an  important  market,  it  is 
only  one  of  many  equally 
lucrative  software  markets. 

. Despite  Its  vast  size  and  its 
enormous  potential  for 
growth,  the  software  indus- 
try faces  the  new  millen- 
nium in  somewhat  of  a cri- 
sis, however.  The 
embarrassment  of  the  year 
2000  date  problem  together 
with  the  persistent  failure  at 
business  packages  to  deliver 
on  their  promise  - has 
tarnished  the  industry’s 
image  and  led  users  to 
become  more  cautious. 


A survey  of  Europe’s  top 
500  IT  spenders  last  mouth 
by  research  company  Spikes 
Cavell  for  the  industry  peri- 
odical IT  Week,  found  that 
spending  on  IT  .fell  fear  the 
first  time  in  five  years.  The 
4^23  per  cent  drop  to  £48-3bn 
($80bn)  is  attributed  to  a 
combination  of  year  2000,  the 
introduction  of  the  euro  and 
siriiis  shortages. 

At  the  same  time,  software 
production,  distribution  and 
support  structures  are . 
changing  quickly.  Increas- 
ingly software  applications 
are  built  using  sets  of  “com- 
ponents" rather  than  as 
unwieldy  monolithic  pro- 
grams. Not  only  does  this 
cut  development  costs,  it 
also  brings  other  benefits 
such  as  easier  maintenance 
and  more  flexible1  applica- 
tions. 

-TAwrirng-  RRP  papkagw-sup. 

pliers  such  as  SAP  of  Ger- 
many. Baan  of  the  Nether- 
lands and  Oracle  of  the  US 
are  turning  to  component- 
based  architectures  to  main- 


tain their  market  edge.  IBM 
and  Microsoft  among 'otters 
are  strongly  . -pr  emoting  com- 
ponent-based’models  -albeit 
different  cares. 
structure  software. ...  1 j_- '. 

^ The  use^-pH'comptoeeaits 
makes  it  ea^er  to^istrflmte 
and  support  software  elec- 
tronically. Tfcris  iftakes  soft- 
ware the  -ideal  product  to  sell 
oyer  the  Internet  - opening 
up  a new  channel  for  soft- 
ware distribution.  L- 

Pressures 

The  combination  of  com- 
ponent-based development; 
the  Internet  and  a knowl- 
edgeable and  demanding- 
market  Is  a formidable  chal- 
lenge for  even  the  largest 
software  vendors.  “We  are 
faring  the  biggest  structural; 
change  In  the  history  of  the 
software  industry  - mid  ft  is 
the  Internet-  winch  changes 
everything,"  says  Tom  Sie- 
beL  chief  executive  of  US- 
based  Siebel  Software  - one 
of  the  rising  stars  intftesoft- 


TheflrwiOB  anctor  inverts  more  In  wJtSare  systems  Ifiartmsf'’ 
otjierprt  crfWbusiness  worid.  ktrSs^nmciseo,  .. 

on  the  Pacific  Stock  Godtang*  cbeck  theBow  Jbrieejttaa^ 
oonycriar acroani ‘V  \ 


ya^  market.'  - . 

saw  a lot  of  old  com- 
panies get  left  bmtindfo  the 
shift,  from,  mainframo  tbch-^ 


ting  the  mbst-out  of  ft  as  yet. 
-There  .needed  to  be  np. event 
tbaktotik.  thelhtttmetaway 
from-PC  .technology  and  1 


ent/server  computing.  But  '.-tbinfc  that-  event  -sUSa+the.- 
that  was  a relatively  slow  lamidi  pf  digital  tdjBviskm.'’ 


-process  compared  tb  the  cur-" 
rent  shift  to  the  Internet. I 
caxtt  see  those  client/server 
systems  being  modified  7 - 
they  will  have  to  be  re-wril- 
tenT  Mr  Siebel  continues. 

He  sees  one  of  the  main 
changes  caused  . by  ' the 
increase  in  Internet  activity 
as  occurring  in.  the  very 
heart  of  the  software  Indus- •' 
try.  “Today,  software  ven- , 
dors  can  sell  products  that 
are  unusable  when  they  ship 
- you  have  to  boy  in  ser- 
vices and  support  to  get 
them  to  work. 

"But  wtththe  Internet  the 
industry-  must  deliver 
instantly-usaHe  components 
to  the  desktop  because  that 
is  what  the 'market  wants.  I 
think" it ' will  ‘ happen  with.' 
blinding  speed  and  when  it  .' 
does  some  companies  could 
crumble  away  very  quickly.1’ 

Mr  Siebel  sees  the  next 
two  years  as  extremely  vola- 
tile. because  of  these  changes 
and.  says  some  top  software 


He  adds 'that  .dfgftal-televi- 
sion  opens  up  the  Internet  to 
a rnagg  market  and  makes 
electronic  commerce  viable. 
“Digital  TV  might  seem  just 
another  way  to  deliver  enter- 
tainment — but.ft-  is  much 
more. 

“We  have  been  working 
with  (Britain’s!  Sky  TV  and 
they  recognise  that  it  is 
really'  about  Interactivity 
and  connecting  the  home  TV 
to.  the  Internet.  Sky  could 
have  a huge  influence  over 
distribution  of  software* 

Mr  Joss  sees  significant 
changes  In  the  way  that  soft- 
ware  is  licensed  as  a result 
“The  only  way  we 'can  build 
software  quickly  enough  is 
to  .build  It  as  components 
an ri  that  opens  up  the  possi- 
bility of  ‘pay-per-use’  models 
for  charging  fees.  “While  the 
future  of  software  seems  cer- 
tain to  be  component-bared 
aid  Internet  deliverable,  it 
will  hot.  happen  until  the 
network  infrastructure  - 


companies  could  fece  tough  and^the'  market  itself-  -•  is 


tfmPK- 

Ahdy  Joss,  chief  technolo- 
gist at  German'  software 
company  Software  AG," 
which  wQl  shortly  list  its 
shares  on  the  Frankfurt 
stock  exchange,  also  .sees 
change  coming  - although 
from  a-very  different  source. 

“There  has  beat  a lot  of' 
talk  about  how  the  Internet 
will  change  .things  - parficu- 
lariy  in  the  area  of  software. 
But  few  companies  late  -get- 


ready,”  he  sayu. 

..  .Nick  Shelness,  chief  tech- 
nology .officer  at.  Lotus 
Development  note  that  an 

.eariy  experiment  to . deliver 
component  software under 
: the  iiroduct  bannerE-Suite 
was,  disappointing. . 

: ' “I  think  we  were  a little 
too.  early  - but  we  are  con- 
tinuing-, to  work -on  E-Suite 
as  a set  of  oomponents  la 
anticipation  of  n move  in 
this  direction.”  he  says. ' : 
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CONSULTANTS  by  PhilipJWanchester 

Advice  on  the  why 
as  well  as  the  how 


As  the  boundaries  between  business  and  technology  strategies  become  blurred,  the 
role  of  consulting  is  being  redefined  to  focus  more  on  results 


Business  and  information 
technology  are  now  60 
closely  tied  together  that  it 
is  hard  to  draw  a distinction 
between  them.  No  organisa- 
tion would  plan  a new  ven- 
ture without  first  consider- 
ing the  IT  systems  needed  to 
support  it  - indeed,  many 
business  opportunities  in  the 
emerging  electronic  com- 
merce environment  rely 
entirely  on  IT. 

At  the  same  time.  IT 
increasingly  needs  a strong 
business  justification.  Few 
business  people  would  con- 
sider installing  IT  systems 
unless  they  held  out  the 
promise  of  direct  benefits. 

The  line  between  manage- 
ment consultancy  and  IT 
consultancy  is  also  becom- 
ing blurred.  Business  consul- 
tants now  usually  base  their 
recommendations  on  the 
opportunities  offered  by  IT; 
specialist  IT  consultants  put 
growing  emphasis  on  com- 
plete business  “solutions". 

Two  technology  trends 
have  brought  business  and 


IT  together  as  never  before. 
The  ubiquitous  Internet  con- 
nection has  the  highest  pro- 
file. But  the  so-called  “com- 
ponentisation"  of  software  - 
where  software  is  broken 
down  into  re-usable  modules 
— is  of  equal  importance.  IT 
systems  are  increasingly 
assembled  from  software 
components  rather  than 
built  from  scratch. 

As  a result,  consulting 
companies  on  both  sides  of 
the  traditional  divide  recog- 
nise that  their  role  is  chang- 
ing. "The  job  of  technology 
consultants  has  changed  a 
great  deal  - the  Internet  Is 
not  just  a technology  it  is  a 
way  of  doing  business,"  says 
Lawrence  Holt,  chief  execu- 
tive of  Quidnunc,  a UK- 
based  IT  consultancy. 

"This  means  that  the  dis- 
tinction between  the  busi- 
ness and  the  technology  is 
blurred.  Every  project  we  do 
now  is  component-based 
where  it  used  to  be  a pack- 
age or  customer-built  soft- 
ware - now  you  can  mix  and 


match  components.” 

Rolf  Sackmann,  European 
head  of  PwC  management 
consulting  services,  says 
consultancy  work  is  no  lon- 
ger just  about  the  strategy  - 
“it  is  about  controlling  the 
complete  life-cycle  of  a busi- 
ness application. 

‘If  you  think  in  terms  of 
yesterday,  today  and  tomor- 
row - then  yesterday,  busi- 
ness consultants  were  con- 
cerned with  strategy  and 
performance  Improvements. 
Today,  the  role  has  expan- 
ded to  include  implementa- 
tion and  running  applica- 
tions. And  tomorrow,  I think 
it  will  be  about  portfolio 
assembly  - building  applica- 
tions from  components  and 
managing  the  life-cycle.” 

Jim  Patience,  head  of 
Computer  Sciences  Corpora- 
tion’s (CSC)  UK  consulting 
and  system  integration 
operations,  also  sees  the  con- 
vergence of  IT  and  business 
changing  the  role  of  the  con- 
sultant 

“We  see  it  as  very  impor- 


tant to  be  able  to  offer  an 
end-to-end  service  from 
high-level  management  con- 
sultancy, through  implemen- 
tation, and  thpn  on  to  man- 
aging  outsourced 
applications.  It's  about  deliv- 
ering business  results  rather 
than  just  advising  busi- 
nesses about  strategy." 

Pierre  Hessler,  an  execu- 
tive member  of  the  Cap 
Gemini  board  and  chairman 
of  its  Gemini  Consulting 
group,  sees  any  remaining 
distinction  between  manage- 
ment and  IT  consultants  in 
terms  of  the  practical  roles 
they  play. 

"Distinguishing  between 
business  and  IT  is  more  diffi- 
cult than  it  was  - but  there 
is  still  a difference  between 
strategic  management  con- 
sultancy and  IT  consultancy. 

"But  the  strategic  consul- 
tant who  does  not  under- 
stand the  technology  is  lost." 
he  explains.  "We  consider 
them  as  quite  separate  and 
develop  the  two  professions 
in  parallel  and  then  look  for 


Pierre  Hessler  of  Cap  Gemini  insists  that  relationships  with  product  suppfere  are  non-excluslve 


some  sort  of  convergence.but 
it  is  rare  to  get  someone  who 
can  combine  the  two." 

While  the  convergence  of 
business  and  IT  is  widely 
accepted  as  a fact  of  modern 
business  life  - both  by  tradi- 
tional management  consul- 
tants and  by  IT  consultants 
- it  raises  questions  for  busi- 
nesses. Top  of  the  list  is  the 
question  of  independence. 
Consulting  organisations  of 
all  shades  are  increasingly 
tying  themselves  to  specific 
technologies,  especially  in 
the  burgeoning  enterprise 
resource  planning  market. 

"A  few  years  ago.  only  25 


per  cent  of  our  work  was 
related  to  software  packages; 
now  it  is  between  two-thirds 
and  three-quarters."  says 
Cap  Gemini’s  Mr  Hessler. 

"A  number  of  clients 
might  doubt  our  indepen- 
dence as  a result  of  this  - 
hut  that  is  why  keep  our 
consulting  operation  autono- 
mous and  we  insist  that  any 
relationship  we  have  with  a 
product  supplier  is  non-ex- 
clusive." 

A similar  argument  is  put 
forward  by  Mr  Patience  of 
CSC.  "Obviously,  we  do  not 
have  all  the  components  we 
need  to  build  IT  systems  for 


our  clients,  so  we  have  alli- 
ances with  prod  act  vendors. 
But  we  insist  on  non-exclu- 
slve  deals,  and  alliances  are 
formed  for  a specific  proposi- 
tion. So  with  ERP  packages, 
for  example,  we  have  alli- 
ances with  SAP,  Baan  and 
Oracle  where  they  are  suit- 
able for  the  specific  client." 

Some  go  even  further  and 
suggest  that  the  consultant 
has  a new  role  to  play  as  a 
“sendee  broker"  - acting  as 
an  important  link  between 
the  business  user  and  the  IT 
department.  "Businesses 
want  a quick  solution 
because  time-to-market  is  so 


important."  says  Mr  Sack- 
mann  of  PwC. 

"They  are  looking  for  a 
new  model  for  their  use  of  IT 
and  the  IT  department  , can-; 
not  fill  that  role.  -There  is  a 
rale  for  consultants  to  act 
both  as  user  champions,  and 
coordinate  IT  services  from 
the  IT  department  and  other 
sources  - outsourcing,  for 
example." 

John  Emberton,  consult- 
ing director  at  Serna  Group 
Consulting  also  sees  an 
important  role  for.  consul- 
tants as  brokers  of  a differ- 
ent kind.  “With  the  huge 
amount  of  merger  and  acqui- 
sition activity,  there  is  n 
unique  role  for  consultants 
as  ‘honest  brokers’  between 
the  two  parties  of  a merger. 

While  the  deal  Is  being 
worked  through  and  gaining 
approval,  the  two  parties  are 
st.111  competitors  and  need 
someone  who  can  look  objec- 
tively at  their  IT  systems 
and  the  cost  of  bringing 
them  together.  We  can  do 
that  without  either  party 
finding  out  too  much  about 
the  other  - in  case  the  deal 
does  not  go  through." 

The  traditional,  cynical 
view  of  consultants  is  that 
you  lend  them  your  watch  so 
they  can  tell  you  what  time 
it  is.  But  in  today's  technolo- 
gy-driven business  environ- 
ment, successful  consultants 
of  all  types  need  . expert 
knowledge  about  how  the 
watch  works  - and  an  under- 
standing of  why  you  need  to 
know  the  time  in  the. first 
place. 


/\rcsta;r  Advanced  global  communications  from  NTT. 

Arcstar  offers  you  a uniquely  flexible  global  connection.  In  fact,  no  one  offers  a stronger  connection 
with  Asia  and  the  Pacific.  In  Singapore,  for  example,  NTTs  Customer  Support  Center  provides 
comprehensive  network-integration  services  and  maintenance  to  flexibly  satisfy  your  every  need. 
As  one  of  the  world's  leading  telecom  providers,  NTT  can  provide  you  and  your  global  offices  with  an 
unsurpassed  level  of  service.  From  round-the-clock  multi-language  assistance  and  business  support  to 
emergency  backup.  Now,  connecting  with  Asia  is  a simple  matter  of  connecting  with  the  right  partner. 
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UNIX  VERSUS  WINDOWS  NT  by  Rod  Newing 

Learning  to 
live  with 
each  other 


As  users  assess  nval  operating  systems, 
they  are  basing  their  choices  on  flexibility 
as  well  as  robust  performance 


Microsoft  once  claimed  that 
its  new  Windows  NT  operat- 
ing system  would  kill  off  its 
longer-established  Unix  com- 
petitor. but  most  companies 
will  continue  to  use  both  for 
a long  time  to  come. 

“Most  large  organisations 
implement  multiple  systems, 
so  they  are  not  choosing 
which  to  support,  but  which 
to  implement  for  a particular 
application,"  says  Mark 
Raphael,  programme  direc- 
tor for  server  strategies  at 
Meta  Group,  the  indepen- 
dent analysts.  Most  third 
party  software  vendors  pres- 
ently support  a large  num- 
ber of  different  operating 
systems,  which  is  very 
costly. 

They  will  only  support 
only  the  fastest-growing 
products,  bring  about  the 
long  overdue  consolidation 
in  the  Unix  market,  which 
has  25  versions,  none  of 
which  is  fully  compatible. 

Consolidation  is  also  being 
driven  by  the  need  Tor  the 
operating  systems  vendors 
to  rewrite  their  software  to 
process  data  in  parcels  of  64 
bits,  instead  of  the  current 
32  bits.  They  also  need  to 
adapt  the  software  to  run  on 
Intel's  new  generation  of  64 
bit  processors,  code-named 
Merced. 

These  will  be  much 
cheaper  than  the  reduced 
instruction  set  computing 
(RISC)  processors  on  which 
most  versions  of  Unix  cur- 
rently run.  Siemens  has 
moved  to  Sun  Microsystems’ 
Solaris  as  its  new  operating 
system,  along  with  NCR. 
Fujitsu  and  Toshiba.  IBM  is 
combining  Its  ADC  version  of 
Unix  with  the  Santa  Cru2 
Operation’s  UnixWare  ver- 
sion. which  is  the  market 
leader  on  the  Intel  platform. 

Sequent  has  also  adopted 
this  in  place  of  its  own  ver- 
sion of  Unix,  while  others 
are  expected  to  follow. 
“Intel,  together  with  the 
PowerPC  and  UltraSPARC 
versions  of  RISC,  are  the 
chip  architectures  that  will 
continue  to  grow,”  says  Mr 
Raphael. 

“They  will  be  running  Sun 
Microsystems'  Solaris.  Hew- 
lett-Packard's HP-UX  and 
AlX/UnixWare.  Our  strong 
advice  to  users  is  that  if  you 
are  not  on  one  of  those 
three,  you  must  plan  your 
migration  over  the  next  two 
years." 

User  organisations  still 
have  to  choose  whether  to 
use  a version  of  Unix  or  Win- 
dows NT.  Data  General  is 
one  of  many  hardware  ven- 
dors that  supports  both.  It 
has  its  own  version  of  Unix, 
but  is  looking  at  ADCAJnix- 
Ware.  Customers  are  not 
looking  at  operating 
systems,  but  applications, 
says  Linda  Mentzer, 
rice-president  of  server  mar- 
keting. 

"If  both  NT  and  Unix  are 
supported,  the  decision  is 
made  on  factors  such  as  the 
computing  environment,  the 
size  of  the  database,  the 


number  of  users,  disaster 
recovery  implications,  exist- 
ing skills  and  the  price/per- 
formance offered.  Customers 
really  want  the  application 

- availability  of- Windows  NT 
and  the  features  and  func- 
tionality of  Unix." 

However.  John  Oltsik. 
senior  analyst  as  Forrester 
Research,  predicts  ■ that 
Solaris  and  Linux,  the  free- 
ware version  of  Unix,  will  be 
the  only  two  versions  of 
Unix  that  matter  in  the  low 
and  mid-range. 

“Solaris  owns  the  market 
now.  but  second-tier  vendors 
such  as  Compaq.  Sequent, 
Data  General  and  Silicon 
Graphics,  will  adopt  Linux," 
he  suggests.  "It  leads  in 
Internet  computing  and  is 
stable,  scalable  and  free.- 
Also,  the  big  support  organ)-  - 
sations,  such  as  Compaq  and 
IBM  Global  Services,  are  pro- 

Thirty  years 
of  Unix 

Unix  Is  a popular,  muttf-user 
operating  system  that  was 
written  In  the  lata  1960a  at  the 
AT&Befl  Laboratories  in  the  US. 
The  second  version  of  Unix  was 
written  in  C,  a processor 
independent  language,  making 
Unix  the  first  operating  system 
designed  to  be  easy  to  port  to 
new  computing  platforms. 

As  a result,  at  least  two 
dozen  versions  are  available  for 
computing  systems  ranging 
from  mainframes  to  PCs.  Unix 
systems  are  very  scalable  - in 
other  words.  It  Is  relativBfy  easy 
to  add  processing  power  across 
a wide  spectrum  of 
requirements. 

In  1993,  Novell  acquired  the 
rights  to  Unix's  source  code. 

Unix  vendors  now  are  looking 
to  the  Java  programming 
language  - introduced  in  1995 

- to  offer  cross-platform 
application  capabilities. 

Michael  Wiltshire 


riding  mainstream  support." 

Scalability  continues  to  be 
the  major  differentiator 
because  Windows  NT  cur- 
rently only  runs  on  eight 
processors,  whereas  Unix 
will  run  on  as  many  as  64- 
processors  in  a single 
machine  which  can  be 
Increased  by  linking  several 
machines  into  a “cluster". 
However,  these  higher-end 
solutions  are  still  relatively 
rare.  “Unix  will  be  three  to 
six  times  more  scalable  and 
reliable  than  NT  for  the  next 
three  to  four  years.”  says  Mr 
Raphael. 

"Unix  gives  99  per  cent 
availability  out  of  the  box 
and  Windows  NT  gives  96-97 
per  cent,  which  is  a big  dif- 
ference In  terms  of  hours. 
With  clustering.  NT  will  go 
to  99  per  cent,  but  you  can 
go  to  99.95  or  99.99  per  cent 
relatively  easily  with  Unix," 
be  adds. 

At  the  top  end.  Unix  has 
Turn  to  facing  page 
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Metadata  is -essential  to  the 
successful  management  of 
information,  yet  it  is  frag, 
mented  across  the  organisa- 
tion and  needs  to  be  inte- 
grated. All  organisations 
rely  on  heavily  on  metadata, 
or  information  about  infor- 
mation. to  build  their  busi- 
ness processes  and  provide 


sheets,  network  manage- 
ment tools  and"  web  pages 
This  means  that  it  is  incom- 
plete, hard  to  access  and  has 
to  be  built  from  scratch  for 
each  new  application  or 
database.  Few  organisations 
have  created  enterprise-wide 
metadata  and  few  tools  exist 
for  doing  so. 


ing  the  data  warehouse,  the 
resulting  data  store  has  no 
value  to  the  organisation 
unless  the  end-users  under- 
stand the  data  within  the 
warehouse. 

“Understanding  the  data 
was  80  per  cent  of  the 
effort,"  says  David  Buch.  IT 
director  at  Capital  One 


different  definitions  of  basic 
terms,  such  as  "customer"  or 
“week"  in  different  depart- 
ments, so  the  first  and  most 
difficult  step  In  managing 
metadata  is  to  agree  on  a 
common  set  of  definitions. 

"It  is  important  to  ensure 
that  users  understand  the 
data,”  says  Julie  Pratten, 
Manager  of  the  Management 
Information  Project  at 
National  Westminster  Insur- 
ance Services,  one  of  the 
largest  independent  insur- 
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^ 63x1  of  Computer  Aided  what  the  data  means  and  we  recreating  it  in  the  data 
storea  in  a . database.  It  Software  Engineering  tools,  often  deal  with  inaccurate  or  transfer,  data  warehouse 
explains  what  it  is,  how  it  is  but  the  tools  were  never  missing  documentation  and  building  and  data  warehouse 
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vides  a business  model  of  stances,  organisations  have  Many  organisations  have  subsidiary  data  marts  and 

the  organisation,  its  custom-  had  to  cancel  business  plans  

ers,  products  and  business  or  call  off  mergers  because 
rales,  allowing  data  items  to  of  the  prohibitive  h™*.  and 
be  related  to  each  other  to  cost  associated  with  adapt- 
provide  meaningful  informa-  ing  or  integrating  systems," 
tion.  warns  Mr  Spiers.  “For 

"It  is  like  adding  roads  and  instance,  a merger  may 
railways  to  a map  that  con-  hinge  on  synergies  between 
tains  only  towns,"  says  John  two  customer  bases,  but  cus- 
Spiers.  marketing  director  tomer  data  must  be  inte- 
for  integration  at  Forte  Soft-  grated  by  linking  two 
ware,  an  integration  prod-  systems  through  metadata, 
ucts  vendor.  Metadata  also  At  the  very  least,  - organisa- 
con tains  integrity  rules  to  tions  are  nnahip  to  manage 
validate  entries  in  order  to  their  businesses  effectively 
prevent  errors.  The  meta-  because  of  their  inability  to 
data  is  stored  within  the  access  and  utilise  their  infor- 
database  itself.  This  means  mation." 
that  it  is  spread  throughout  . The  issue  of  metadata  has 
the  organisation  in  every  come  to  the  fare  with  the 
database,  in  different  for-,  creation  of  a data  warehouse 
mats.  architecture  that  provides  a 

This  fragmentation  means  separate  database  of  inte- 
that  'metadata  is  found  in  grated  data  for  end-users  to 


UK. 

“Using  SAS/Warehouse 
Administrator  has  high- 
lighted the  differences  across 
the  business  units  in  termi- 
nology. so  we  have  helped 
the  business  to  agree  a stan- 
dard set  of  data  definitions 


used  by  IT  departments  for 
building  transaction  process- 
ing systems.  They  can  then 
react  to  changes  In  the  busi- 
ness environment  by  access- 
ing it  to  quickly  change  busi- 
ness processes.  It  lay  at  the 
heart  of  Computer  Aided 
Software  Engmeering  tools, 
but  the  tools  were  never 
widely  used. 

“In  extreme  circum- 
stances. organisations  have 
had  to  cancel  business  plans 
or  call  off  mergers  because 
of  the  prohibitive  time  and 
cost  associated  with  adapt- 
ing or  integrating  systems," 
warns  Mr  Spiers.  “For 
instance,  a merger  may 
hinge  on  synergies  between 
two  customer  bases,  but  cus- 
tomer data  must  be  Inte- 
grated by  linking  two 
systems  through  metadata. 
At  the  very  least, -organisa-  1 
tions  are  unable  to  manage  \ 
their  businesses  effectively  | 
because  of  their  inability  to 
access  and  utilise  their  infor- 
mation." 

The  issue  of  metadata  has 
come  to  the  fore  with  the 
creation  of  a data  warehouse 
architecture  that  provides  a 
separate  database  of  inte- 
grated data  for  end-users  to 


credit  card  issuer.  It  has  cre- 
ated an  “Information  Based 
Strategy”  that  gives  its  users 
access  to  three  terabytes  of 
data,  one  of  the  largest  data- 
bases in  the  word.  “Most  of 
the  time  is  spent  finding  out 
what  the  data  means  and  we 
often  deal  with  inaccurate  or 
missing  documentation  and 
reconciling  differences  in 
data  definitions." 

Many  organisations  have 


body  understands.  This  has 
improved  communication 
and  bought  the  different 
business  departments 
together.” 

Building  a data  warehouse 
usually  involves  dealing 
with  metadata  In  each  of  the 
operational  databases  and 
recreating  it  in  the  data 
transfer,  data  warehouse 
building  and  data  warehouse 
management  tools,  as  well 
as  in  the  data  warehouse, 
subsidiary  data  marts  and 


each  individual  data  access 
tool.  The  Metadata  Coalition 
is  working  to  enable  the 
interchange  of  information 
between  these  tools.  It  fol- 
lows an  earlier  failed 
attempt  by  IBM  to  create  a 
repository,  or  metadata  data- 
base, that  would  work  with 
all  software  development 
tools. 

“The  goal  of  metadata 
integration  remains  as  elu- 
sive as  ever."  lamented  Sean 
Kelly,  Managing  Director  of 
the  Data  Warehouse  Net- 
work, in  a speech  last  year. 
"The  Metadata  Coalition  is 
extremely  disappointing,  but 
it  has  to  work  with  200  ven- 
dors In  order  to  succeed." 

“Every  organisation  has 
fragmented  data  sources,  so 
you  need  an  integrated  meta- 
data layer,  which  I call  an 
‘information  utility’,"  says 
Jonathan  Steele,  founder  of 
researchers  and  consultants 
The  Bathwick  Group. 

“No  product  fulfils  the 
purpose,  although  there  are 
some  small  companies  who 
are  working  on  the  prob- 
lem." 

Mr  Steele  believes  that  it 
is  not  in  the  database  or 
application  vendors’  inter- 
ests to  create  an  indepen- 
dent metadata  layer  because 
it  would  help  users  to  “mix 
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Keeping  track  at  data:  in  the  US,  Randall  Decker,  a tape  Bbrartan,  places  data  storage 
at  Pennsylvania's  state  data  centra  in  Harrisburg 


tapes  on  racks 

AP 


and  match"  databases  or 
applications. 

Microsoft  has  also  devel- 
oped a repository,  but  he 
says  that  it  was  designed  for 
storing  business  objects  for 
applications  to  access,  not 
metadata. 

Information  has  no  value 
unless  it  is  understood,  so  it 
needs  to  be  described, 
explaining  what  it  is,  where 
it  has  come  from  and  how  it 
is  used.  Metadata  enhances 


the  value  of  corporate  data 
by  unlocking  it  from  its 
underlying  systems  so  that 
it  can  be  deployed  more  flex- 
ibly, reducing  the  cost  of 
managing  and  maintaining 
the  underlying  systems  and 
allowing  end-users  to  fully 
exploit  it. 

“There  is  an  enormous  gap 
for  an  information  utility." 
believes  Mr  Steele,  “but  it 
needs  Microsoft  to  fill  it  It  is 
the  only  company  that  has 


thousands  of  partners  with  a 
vested  interest  in  its  suc- 
cess.” 

A special  issne  of  the  FT-IT 
Review  on  the  theme  of 
Knowledge  Management 
will  be  published  on  April 
28  in  our  new  series  on 
Business  Solutions.  For 
details  of  the  forthcoming 
themes  in  the  FT-IT  Review, 
see  information  panel  on 
page  24. 
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transaction  processing  access  for  decision  support 
systems,  data  warehouses.  Although  creating  metadata 
configuration  tools,  spread-  is  ah.  essential  part  of  build- 
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From  previous  page: 

been  squeezed  by  mainframe 
i operating  systems,  such  as 
as  IBM’s  05/390,  which  have 
a long  track  record  Tn  pro- 
viding availability  and  scala- 
bility and  have  become 
available  on  much  cheaper 
machines.  However,  the 
industry  is  busy  trying  to 
incorporate  mainframe  man- 
ageability features  into  Unix, 
such  ..as  Siemens  putting  its 
mainframe  experience  and 
features  into  Solans.  How- 
ever,'Mcrbsoft  is  also  push- 
. tag;  mainframe  management 
capabilities,  but  it  has  fur- 
ther to  go.' 

“The  Unix  vendors  have 
their  sights  on  pushing  Into 
the  traditional  mainframe 
space,”  says  Mel  Earp,*  tech- 
nical director  at  Sema  group, 
the  European  systems  inte- 
grator. 

A - “Mainframes  will  suffer  a 
i long-term  squeeze,  rather 
? than  instant  death,  with 
Unix;  and  NT  finally  being 
the  only  two  left  on;  the 
planet  It  . .would  be  bad  if 
Windows  became  dominant . 
in  the  server  space,  .as  it  did 
on'  the  desktop,  as  we  would 
lose  competition  and  innova- 
. tton.” • 
m already,  leads  on  appli- 
cation availability  and  is  the 
first  port  for,  most . applica- 


tions," says  Mr  Raphael. 

"It  is  particularly  strong  in 
Europe,  as  It  suits  the  geo- 
graphically distributed 
organisation  structure  of 
. many  European  companies. 
Rather  than  supporting  hun- 
dreds or  thousands  of  users 
from  central  "application 
servers,  they  are  supporting 
tone  or  hundreds  locally  and 
NT  can  fit  that  requirement 
welL" 

John  Bittman  at  Gartner- 
Group.  the  independent  ana- 
lysts, is  forecasting  that  by 
2003,  Microsoft  will  achieve  a 
share  of  70  percent  for  serv- 
ers under  $100,000  and  20  per 
cent  above  that  figure. 

He  believes  that  the  cur- 
rent "technical  advantage  erf 
Unix  over  NT  will  disappear, 
but  -the  for  experi- 

enced NT  skills  Is  higher 
than  supply  and  the  gap  will 
increase  as  Windows  2000, 
the  next  version  of  NT, 
requires  retraining. 

••'The  impression  is  that 
NT  skills  are  many  "and 
Cheap,  but  in  reality  they  are 
all  teenagers,”  he  says. 

. “Skills  costs  will  become  a 
differentiator  because  80  per 
cent  of  the  security  and 
availability  problems  we  see 
today  in  the  NT  environ- 
ment are  not  caused  by  tech- 
nology but  by  skill  prob- 
lems." 
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MOBILE  COMPUTERS  by  Christopher  Price 


More  products  emerge  for 
growing  niche  markets 


Consumers  face  a confusing  choice  in  the 
market  for  mobile  computers.  In  future, 
communications  integration  will  be  an 
important  feature  for  portable  devices 


Having  developed  so  rapidly 
in  the  past  three  years,  the 
mobile  computer  market  is 
unlikely  to  slow  down  in  the 
face  of  rapid  technological 
change. 

Developments  in  mobile 
communications,  electronic 
commerce,  business  software 
and  screen  design  are  all 
likely  to  make  significant 
contributions  to  the  func- 
tionality and  design  of  such 
computers  in  the  future. 

At  the  same  time,  the  dif- 
ferent demands  of  users, 
which  vary  from  those  who 
need  a simple  organiser  to 
those  who  want  a powerful 
replacement  for  their  desk- 
top personal  computer,  will 
also  have  an  important  bear- 
ing on  how  the  market 
develops. 

The  mobile  market  is  cur- 
rently divided  into  three 
broad  categories:  notebooks 
and  laptops,  sub-notebooks 
and  palm  tops,  and  hand- 


held computers  and  organis- 
ers. 

Notebooks  have  developed 
as  the  replacement  to  the 
desktop  PC.  “Two  key  things 
have  contributed  to  make 
this  happen,”  says  Graham 
Hopper,  managing  director 
of  Packard  Bell  UK,  part  of 
Japanese-owned  Packard 
Bell  NEC.  “First  is  the  end- 
ing of  the  lag  between  the 
top-end  chips  being  available 
for  desktop  PCs  before  lap- 
tops. The  second  is  the  con- 
vergence of  prices  for  the 
two  products.” 

However,  he  believes  that 
the  traditional  driving  forces 
for  this  end  of  the  market, 
namely  size  and  weight  no 
longer  apply.  “There  is  a 
limit,  which  is  being 
reached,  as  to  how  small 
users  want  their  screens  and 
what  size  they  want  their 
machines  to  be.” 

Instead,  Mr  Hopper 
believes  the  drivers  for  the 


notebook  market  in  the 
future  will  be  performance  - 
faster,  smarter  chips  - and 
better  graphics. 

Neil  Dagger,  a senior  prod- 
uct manager  with  Compaq, 
the  US  computer  group, 
agrees  that  power  win  be  an 
important  factor  in  future 
notebook  developments. 
However,  he  also  sees 
advances  in  battery  technol- 
ogy as  a key  issue. 

“The  next  generation  of 
lithium  polymer  batteries 
will  reduce  the  rigidity  of 
the  cell  structure,  which  will 
enable  batteries  to  be  curved 
around  the  screen,"  he  says. 
This  would  enable  larger  but 
lighter  power  units  to  be  Si- 
ted. 

As  a result,  today’s  aver- 
age battery  life  of  between 
three  and  five  hours  could 
be  doubled.  This  would  also 
contribute  to  thinner  note- 
books as  the  designers 
responded  to  these  near 
developments. 

Already  such  companies 
as  Japan's  Sony,  with  its 
Valo  range,  and  rival  Tosh- 
iba, with  its  CT  Portege, 
offer  notebooks  weighing 


between  tbree  and  four 
P^nimis  and  measuring  less 
than  an  inch  widB. 

Industry  experts  are  pre- 
dicting that  communications 
integration  will  become  an 
important  feature  for  all  cat- 
egories of  mobile  computing. 
Notebooks  will  undoubtedly 


New  technologies 
will  make  the 
connection 
between  portable 
'computers  and 
GSM  networks 
seamless 


feature  some  wireless  func- 
tion in  order  to  connect  to 
the  Internet,  company  intra- 
nets and  for  electronic  mafi. 

Mr  Dagger  also  believes 
that  fingerprint  security  will 
become  a reality  for  note- 
books within  the  next  two 
years.  Compaq  has  already 


developed  a fingerprint 
log-in  device  and  these  will 
eventually  be  incorporated 
into  their  portable  machines. 

But  he  excludes  sub-note- 
books  from  such  develop- 
ments. “Compaq  does  not 
see  a place  for  them."  says 
Mr  Dagger.  “We  believe  that 
users  either  want  the  full 
functionality  of  a notebook, 
or  the  flexibility  of  a hand- 
held computer.” 

Packard  Bell's  Mr  Hopper 
disagrees.  He  sees  too  wide  a 
price  gap  between  the  note- 
book end  of  the  market  - 
where  prices  typically  range 
from  £1.500  0900)  to  £2J»0  - 
and  the  hand-held  segment, 
with  prices  generally  under 
£600. 

He  also  sees  a gap  In  the 
market  for  a computer  with 
less  functionality  than  a 
desktop  PC  and  lighter  than 
a notebook.  Packard  Bell, 
which  supplies  the  retail 
market,  is  launching  a com- 
puter range  for  ailthree  tiers 
of  the  mobile  sector. 

“In  today’s  computer  mar- 
ket, you  have  to  be  able  to 
offer  a full  range  of  products, 
both  fixed  and  mobile he 
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Networked  worid:  vuiftnra  attending  the  Wireless  99  Convention  am  pictured  near  the  Motorola  display 
at  the  New  Orleans  Convention  Center.  A new  flurry  of  telecommunications  affiances  ahoJd  hasten 
the  day  when  consumers  can  use  their  mobfle  phones  and  portable  computers  to  check  their  e-mefl. 


access  data  from  theta-  desktop  PCs  and  navigate  Hie  internet 


says.  NEC.  Packard  Bell's 
parent,  already  serves  the 
business  portable  computer 
market.  Perhaps  the  most 
competitive  of  the  three  sec- 
tors which  Packard  Bell 
intends  to  enter  is  the  hand- 
held  computer  market  This 
has  already  claimed  one 
notable  victim,  namely 
Apple,  which  withdrew  its 
Newton  portable  In  1997. 

And  Microsoft,  which  has 
been  attempting  to  replicate 


Some  of 

the  most  valuable 
things  in  life 
are  virtually 


the  success  of  its  PC  operat- 
ing system  with  its  CE  sys- 
tem in  the  hand-held  arena, 
has  also  met  with  disap- 
pointment - although  it 
remains  committed  to  build- 
ing its  presence  there. 

The  problem  with  the 
hand-held  market  is  the  dis- 
parate way  in  which  the 
market  has  developed.  The 
range  of  products  extends 
from  sophisticated  organis- 
ers at  the  bottom,  such  as 
3Com’s  Palm  POat.  to  power- 
ful mini-computers  such 
asTosbiba's  Libretto. 

In  between  are  a myriad 
CE-powered  devices  from  the 
likes  of  Sharp  and  Hewlett 
Packard,  and  the  Series  5 
from  Psion.  As  a result,  con- 
sumer confusion  over  which 
operating  system  to  adopt 
and  which  product  to  choose 
has  been  rife. 

How  will  this  end  of  the 
market  develop?  Charles 
Davies,  development  director 
for  UK-based  Psion,  sees 
developments  in  wireless 


communications  as  the  key 
driver.  Already,  many  hand- 
held computers  have  facili- 
ties to  tap  into  GSM  net- 
works to  provide  data  trans- 
fer services  and 
web-browsing  facilities. 

Advances  In  industry  stan- 
dards and  new  technologies 
will  make  the  connection 
between  portable  computers 
and  GSM  networks  seamless. 
Psion,  for  example,  recently 
Joined  forces  with  Motorola, 
Nokia  and  Ericsson  to  form 
Symbian,  which  win  develop 
Psion's  computer  operating 
system  as  the  standard  for  a 
new  generation  of  mobile 
devices. 

"Mobile  phones  will  get 
smart  and  pocket  computers 
will  communicate  and  there 
will  be  a tradeoff  between 
their  abilities,"  says  Mr 
Davies.  He  believes,  how- 
ever. that  notwithstanding 
any  new  communications 
capabilities,  the  demand  for 
a small,  flexible  hand-held 
computer  will  remain. 
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ir  Like  the  tiny  chips  in  your 

~ ~ computer,  TV  and  car. 

You  may  not  notice  them, 

^ ^ Play  an  indispensable  role 
^ in  your  life. 

You  may  not  be  aware  that  many  of  these 
invisible  components  were  developed  by 
Mitsubishi  Electric.  Take,  for  example, 

: - the  Intelligent  CMOS  Image  Sensor  (ICIS)  that 
V:.'  performs  some  of  the  same  functions  as  the  human  eye. 

v It's  a key  component  in  the  Nintendo  Game  Boy  camera. 

Or  take  our  pioneering  eRAM  chip, 
a system  chip  that  combines  large  scale  memory  and 
data-processing  functions. 

Our  eRAMs  power  a range  of  other  makers'  products-inciuding 
notebook  PCs,  digital  cameras,  DVDs,  and  car-navigation  systems. 

Mitsubishi  Electric's  advanced  technology  is  no  secret  in  its  own  range  of 
products,  however.  Our  cutting-edge  advances  drive  the  precision 
DIAMONDTRON™  Naturally  Fiat  CRTs, 

' " the  stylish  and  functional  Thirty  series  mobile  phones,  the  versatile  TFT  LCD  monitor, 
and  the  brilliant,  portable  LCD  projector. 
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Inventory  check:  bi  New  York's  Greenwich  ViBage,  Peter  Comdes 
checks  suppfias  by  talking  to  Ms  computer  at  his  catering 
business,  Barocco  to  Go.  The  IBM  PC  30DGL  small  business  series 
computer,  Introduced  this  year,  translates  speech  Into  text;  using 
IBM’s  ■Via  Voice'  speech  recognition  technology  ap 
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Crisis  time  tests 
the  IT  sector 


S*i^n  b‘9  conglomerates 

"Rattling  the  impact  of  the  financial  crisis, 
L put  they  also  have  some  acute 
.^home-grown  problems  to  contend  with 
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■■-  On  the  left-hand  side,  about 
IB  minutes  before  the 
'/-Hitachi  Super  express  train 
{built  by  Hitachi,  of  course) 
- arrives  at  Hitachi  City,  an 
■ unfinished  life-size  replica 
dinosaur  comes  into  view. 

. . There  is  no  apparent  expla- 
nation for  this  curiosity,  but 
. as  a metaphor  for  Hitachi  - 
and  the  other  large  Japanese 
electronics  and  electrical 
conglomerates  - it  seems 
worryingly  apposite. 

To  those  within  the  infor- 
mation technology  industry 
outside  Japan,  the  depth  of 
the  conglomerates’  difficul- 
ties may  come  as  a surprise. 
After  all,  the  so-called  big 
five  - Hitachi,  NEC.  Tosh- 
iba, Fujitsu  and  Mitsubishi 
Electric  - are  global  leaders 
in  key  IT  components,  rang- 
ing from  liquid  crystal  dis- 
plays to  hard-disk  drives. 
They  are  also  colossal  com- 
panies. For  example, 

REGIONAL  REPORTS 

FT  correspondents 
report  from: 

Japan:  this  page 
Taiwan:  page  12. 

And  in  part  two: 

North  America:  Page 
13-14. 

South  America:  Page  14.  . 
Europe:  Page  15-16. 

Russia:  Page  16. 

Hitachi’s  sales  are  equiva- 
lent to  about  2 per  cent  of 
Japan's  gross  domestic  prod- 
uct. 

-But  now  the  conglomer- 
ates are  in  crisis  . Hitachi  has 
warned  it  will  post  group  net 
losses  this  financial  year  of 
Y375bn  ($3 .26 bn);  NEC  is 
expected  to  reveal  net  losses 
as  high  as  Y200bn;  Toshiba 
expects  a loss  of  Y20bn;  Mit- 
subishi Electric  is  set  for  a 
net  loss  of  some  Y40bn 
against  previous  hopes  of  a 
Y20bn  profit;  and  Fujitsu 
expects  to  achieve  Y-10bn  of 
net  profits  on  about 
Y5,300bn  of  sales  - a margin 
of  0.7  per  cent. 

True,  some  of  the  prob- 
lems are  not  of  their  own 
making.  The  D-Ram  sector, 
once  the  source  of  so  much 
profit  and  currently  the  big- 
gest headache  for  the  five 
companies,  is  in  a horrible 
downturn.  Prices  have  col- 
lapsed. Brokers  Warburg  Dil- 
lon Read  expect  the  five 
industrial  electronics  mak- 
ers to  post  combined  losses 
on  their  semi-conductor 
operations  of  Y289bn. 

The  conglomerates  have 
also  been  hit  by  the 
depressed  Japanese  domestic 
economy,  which  has  just  suf- 
fered its  fourth  quarter  of 
negative  growth.  All  the 
companies  are  dependent  on 
-Japanese  corporate  capital 
spending,  which  continues 
to  tumble:  all  but  Fujitsu 
and  NEC  are  heavily 
exposed  to  consumer  elec- 
tronics and  have  suffered 
accordingly. 

' . The  final  blow  has  been 


the  rapid  appreciation  of  the 

yen,  which  jumped  25  per 
cent  against  the  dollar  last 
autumn.  The  effect  was  to 
make  Japanese  exports  more 
expensive,  hitting  volumes 
and  Prices. 

It  would  be  tempting  for 
management  at  the  big  five 
to  believe  their  problems  are 
merely  cyclical  and  will  dis- 
appear when  the  Japanese 
economy  finally  recovers. 
But  there  is  a growing  realis- 
ation that  the  current  diffi- 
culties run  deeper. 

“We  must  stop  blaming 
outside  factors  - economic 
problems,  unfavourable 
weather,  the  yen  or  the  chip 
cycle."  says  Ichiro  Tanigu- 
chi,  president  at  Mitsubishi 
Electric.  “They  do  affect  our 
company,  but  we  cannot  use 
them  as  excuses  for  the  way 
we  run  the  company." 

Tachi  Kluchi,  a managing 
director  at  Mitsubishi  Elec- 
tric. explains:  “We  have  to 
realise  that  this  is  not  a 
cyclical  problem,  it  is  struc- 
tural. The  economy  is  not 
going  to  return  to  a level  of 
growth  that  will  solve  our 
problems. 

“We  must  accept  that 
what  we  are  experiencing 
now  is  normal,  not  excep- 
tional. Once  we  acknowledge 
that,  then  we  can  tackle  the 
real  issues.” 

At  the  heart  of  the  con- 
glomerates' problems  is  the 
systematic  misallocation  of 
capital  In  the  past,  capital 
has  not  only  been  plentiful 
in  Japan,  it  has  been  almost 
free. 

Cash  management  was 
negligible  - if  a company 
ran  short  of  money,  it  could 
go  to  the  bank  for  more.  And 
investment  decisions  were 
made  mostly  on  the  recom- 
mendations of  engineers, 
rather  than  on  the  basis  of 
rational  economics. 

But  the  financial  crisis  has 
brought  this  to  an  end.  Japa- 
nese banks,  busy  trying  to 
rebuild  their  balance  sheets, 
are  much  less  willing  to 
lend.  The  stock  market  is 
effectively  closed  to  second- 
ary offerings  because  prices 
have  fallen  so  far.  .And  the 
bond  market  is.  for  the  first 
time,  differentiating  risk 
through  pricing,  effectively 
raising  the  cost  of  capital  for 
Japanese  manufacturers. 
Suddenly  cash  flow  manage- 
ment has  become  a key  skill. 

The  conglomerates  are 
faced  for  the  first  time  with 
the  need  to  ration  capita] 
and  are  unsure  how  and 
where  to  invest.  This  is  not 
surprising  given  the  conflict- 
ing demands  of  their  myriad 
businesses.  How  can  Hitachi 
decide  on  the  competing 
claims  of  its  television  busi- 
ness and  its  nuclear  power 
operations:  how  can  Mitsubi- 
shi Electric  allocate  capital 
between  elevators  and  atr 
conditioners:  and  how  can 
Toshiba  decide  between  liq- 
uid crystal  displays  and 
heavy  electrical  machinery? 

The  answer  is  - with  diffi- 
culty. This  spring,  for  the 


first  time,  Mitsubishi  Elec- 
tric is  allocating  its  capital 
investment  on  the  basis  of 
discounted  cash  flow  analy- 
sis. But  Katsukuni  Hisano.  a 
Hitachi  director  in  charge  or 
the  operations  at  Hitachi 
City,  admits  that  sucb  meth- 
ods are  still  not  used  at  his 
company.  His  new  president, 
Etsuhiko  Shoyama  is  dismis- 
sive of  Economic  Value 
Added  as  a financial  tech- 
nique, saying  Japanese 
investors  are  not  interested 
in  it. 

The  problem  is  that  com- 
paring the  weighted  average 
cost  of  capital  and  the  return 
on  that  capital  lifts  the  lid 
on  individual  economic  per- 
formances. And  that  process 
forces  management  to  con- 
front what  to  do  with  under- 
performing  operations  - to 
reinvest,  put  them  into  joint 
ventures,  dispose  of  them  or 
simply  dose  them. 

So  far,  foreign  operations 
have  proven  most  vulnera- 
ble. Fujitsu  has  closed  its 
D-Ram  plant  in  the  UK. 
while  Mitsubishi  Electric  has 
shut  its  US  television 


On  Tokyo  Stock  Exchange,  a floor  trader  has  a moment  of  rest  during  the  afternoon  session.  Just  before  the  dose  of  a hectic  week 


operations. 

But  in  Japan,  for  the  most 
part,  presidents  at  the  con- 
glomerates have  been  hesi- 
tant in  their  responses.  Offi- 
cially. jobs  at  the 
non-consolidated  parent 
companies  have  fallen.  But 
this  has  tended  to  involve 
cutting  the  number  of  gradu- 


ates hired,  asking  for  volun- 
tary early  retirement  and 
placing  people  in  subsid- 
iaries. which  does  nothing  to 
reduce  numbers  at  the  group 
level. 

Of  course,  lumping  the 
companies  together  is  not 
entirely  fair.  Not  all  are  in 
the  same  plight.  For  exam- 


ple, Fujitsu,  which  is  in  the 
process  of  making  the  transi- 
tion from  a hardware  pro- 
vider to  a supplier  of  soft- 
ware and  services  is 
strategically  best  placed, 
though  it,  too.  is  suffering 
from  the  D-Ram  debacle  and 
a downturn  in  demand  for 
telecommunications  equip- 


ment. 

Moreover,  the  response 
among  the  conglomerates' 
leadership  has  been  varied. 
Hitachi  under  its  new  presi- 
dent Mr  Shoyama  is  moving 
slowly,  despite  its  huge  prob- 
lems. but  is  under  least  pres- 
sure because  it  has  net  cash 
on  its  balance  sheet.  Tosh- 


XI 


iba,  by  contrast,  under  its 
president  Taizo  Nishimuro, 
has  been  the  most  dynamic. 

Mr  Nishimuro  has  has 
announced  that  a third  of 
the  company's  businesses 
will  be  restructured,  put  into 
joint-ventures  or  sold.  In 
recent  months  be  has  con- 
cluded a string  of  deals.  And 
Fujitsu  moved  quickly  to 
close  its  loss-making  D-Ram 
plant  at  Durham,  in  the  UK. 

But  the  scale  of  the 
restructuring  does  not 


So  far,  Japan’s 
foreign  operations 
have  proven  most 
vulnerable 


match  the  size  of  the  prob- 
lem. Toshiba.  Hitachi  and 
NEC  are  still  making  televi- 
sions - almost  certainly  at  a 
loss  - even  if  the  latter  is 
focusing  on  added-value 
high-technology  sets. 

Fart  of  the  problem  is  that 
even  when  senior  executives 
are  fully  aware  of  the  grav- 
ity of  the  crisis,  they  then 
have  to  achieve  a consensus 
within  their  company  If  they 
are  to  achieve  reform. 

For  the  moment,  that 
seems  to  be  beyond  the  abil- 
ity of  most  Japanese  presi- 
dents. The  danger  is  that 
unless  the  electronics  con- 
glomerates can  evolve,  they 
could  indeed  turn  into  dino- 
saurs. 
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One  company  can 
handle  it  all  on  a 
single  network. 


Managiug  vour  data  network  in  todays  business  environment 
can  be  a damning  task.  Need  help?  MCI  WorldCom  Advanced 
Networks  is  the  answer.  MCI  WorldCom  Advanced  Networks 
provides  comprehensive  remote  access,  managed  end-to-end 
securin'  and  virtual  private  network  services  to  3,300  oT  the 
world  s largest  corporations  whose  success  hinges  on  die  flow 


MCI  WORLDCOM 

of  rritiral  data.  All  executed  bv  a single  team,  dedicated  to 

* •* 

customising  our  services  to  meet  your  company  s specific  needs. 
That  includes  integrating  solutions  to  help  you  migrate  your 
current  network  technology  to  next-generation  solutions. 
For  details  visit  us  at  www.wcum.iiet.  Tel:  0118  018  3400: 
Fax:  01 18  ^18  3401  or  e-mail:  in f<j@eu. wcom.net 
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TAIWAN  by  Mure  Dickie  in  Taipei 


Scanning  the  marketplace 


With  a sharp  focus  on  profits  rather  than 
prestige,  the  IT  sector  has  become  a vital 
support  for  the  country’s  economy 


Taiwanese  companies  are 
the  world's  leading  produc- 
ers of  scanners,  keyboards 
and  notebook  computers 
and,  as  such,  continue  to 
dominate  the  hardware  sec- 
tor. Anyone  who  doubts  the 
significance  of  Taiwan's  role 
in  information  technology 
should  try  finding  a scanner 
made  by  a company  from 
anywhere  else.  It  may  not 
prove  to  be  an  easy  task. 

Taiwanese  companies, 
according  to  the  island's 
Market  Intelligence  Centre, 
now  produce  more  than  four 
out  of  every  five  scanners.  In 
addition,  they  also  seem  to 
hog  the  world  market  for 
keyboards,  mice  and  moni- 
tors and  an  estimated  40  per 
cent  of  the  notebook  comput- 
ers sector. 

That  success  in  muscling 
into  important  market 
niches  has  largely  been 
cloaked  in  the  anonymity  of 
original  equipment  manufac- 
turer (OEM)  contracts  that 
put  Taiwan’s  wares  under 
the  brands  of  companies 
from  elsewhere.  But  the 
focus  on  profit,  rather  than 
prestige,  has  helped  to  turn 
the  information  technology 
industry  into  a pillar  of  the 
island's  economy. 

Taiwan's  large  pool  of 


trained  engineers,  many  of 
whom  have  worked  in  the 
US  and  retain  close  links 
with  Silicon  Valley,  has  been 
absorbed  into  an  entrepre- 
neurial business  culture 
blessed  with  ready  access  to 
capital  and  a highly  sympa- 
thetic tax  regime. 

Companies  such  as  Quanta 
Computer  have  made  the 
most  of  those  opportunities. 
Last  year.  Quanta  produced 
1.31m  notebook  computers 
for  clients  which  included 
DeQ  and  Gateway,  making  it 
Taiwan's  top  notebook  pro- 
ducer. The  1 0-year-old  enter- 
prise likes  to  compare  its 
strategy  of  conservative 
advance  to  that  of  a turtle, 
but  its  aggressive  ambition 
to  be  the  world's  top  note- 
book producer  by  2000 
helped  it  win  a rapturous 
market  welcome  for  its  ini- 
tial public  offering  in  Janu- 
ary. 

Notebook  computers  are  a 
key  product,  since  they  still 
command  healthy  profit 
margins.  Elsewhere  in  the 
industry,  opportunities  to 
add  value  are  growing  scar- 
cer, a trend  that  perhaps 
poses  Taiwanese  companies 
their  greatest  challenge. 

The  commoditisation  of 
PC  components  allowed  nim- 


ble enterprises  to  win  mar- 
ket share  by  churning  out 
products  faster  and  at  lower 
cost  than  rivals  overseas. 
However,  a willingness  to 
trade  margins  for  sales  can 
make  the  process  self-defeat- 
ing. Indeed,  Taiwan's  domi- 
nance of  the  scanner  market 
is  scant  comfort  for  produc- 
ers caught  in  fierce  rounds 
of  price-cutting  that  have 
slashed  returns. 

Companies  making  ever 
more  standardised  compo- 
nents need  to  find  other 
ways  to  set  themselves 
apart,  says  Ben  Lin,  manag- 
ing director  of  Infopower. 
which  monitors  the  Taiwan 
IT  industry. 

HIn  the  next  18  months, 
hardware  differentiation 
could  be  all  gone,”  he  says. 
"It’s  very  challenging  for 
them  to  figure  out  differenti- 
ation strategies.” 

In  an  effort  to  cut  costs, 
many  companies  have 
shifted  production  away 
from  the  island,  particularly 
to  mainland  China,  where 
cheap  labour  and  a vast 
potential  market  are  attrac- 
tive lures.  Offshore  produc- 
tion accounted  for  more  than 
a third  of  Taiwanese  infor- 
mation technology  compa- 
nies’ estimated  USS33Jbn  in 
hardware  output  value  in 
1998.  Market  Intelligence 
Centre  data  shows. 

China  accounts  for  the 
lion's  share  of  offshore  pro- 


duction, although  most  of 
the  output  from  plants  on 
the  mainland  is  in  lower- 
tech  areas  such  as  monitors, 
keyboards  and  PC  assembly. 

Aside  from  moving  off- 
shore. OEM  companies  are 
adding  value  by  expanding 
into  both  design  and  distri- 
bution. Marketing  skills  are 
being  polished  in  the  hope  of 
increasing  the  number  of 
companies  selling  under 
their  own  brands. 


Opportunities 


The  growth  of  the  Internet 
has  brought  opportunities  in 
the  service  and  software  sec- 
tors. where  Taiwanese  com- 
panies have  traditionally 
been  weak.  Trend  Micro,  an 
anti-virus  software  company, 
uses  the  Internet  to  provide 
services,  and  there  has  been 
a proliferation  of  Taiwan- 
based  search  engines  and 
reference  sites. 

At  the  other  end  of  the 
production  line.  Taiwan's 
semiconductor  producers  are 
familiar  with  the  pain  that 
plunging  prices  can  cause. 
Declines  caused  by  excess 
capacity,  particularly  for 
D-Ram  memory  chips,  have 
sliced  profits  in  recent  years. 

Even  Taiwan  Semiconduc- 
tor Manufacturing,  a 
foundry  business  that  makpj; 
chips  to  order  and  benefits 
from  the  relative  stability  of 
the  logic  chip  market  is  not 


immune.  TSMC.  the  world's 
biggest  foundry  producer, 
estimates  that  profits  fell 
14.6  per  cent  in  1998. 

Company  chairman  Morris 
Chang  ruefully  compares  his 
industry’s  lack  of  discipline 
after  years  of  price  "slaugh- 
ter'' with  the  resolve  of, 
seven  investment  banks  that 
competed  for  his  custom 
nine  years  ago.  "Every  one 
of  them  wanted  business, 
but  none  of  them  wanted  to 
reduce  their  price,”  he  says. 
"We  haven't  been  able  to. 
achieve  that  yet  in  the 
foundry  business.” 

TSMC  and  Taiwanese  rival 
United  Microelectronics 
(UMC)  account  for  about 
two-thirds  of  the  world  inde- 
pendent foundry  chip  mar- 
ket Both  foundries  stand  to 
benefit  greatly  from  the 
recent  strength  of  chip 
prices,  as  do  major  memory 
chip  producers  such  as  Win- 
bond  Electronics. 

Don  Floyd,  an  analyst  at 
ING  Barings  in  Taipei,  says 
aggressive  investment  by 
Taiwanese  integrated  circuit 
producers  has  left  them  well 
placed  to  expand  market 
share  at  the  expense  of 
South  Korea  and  Japan,  a 
trend  supported  by  Japanese 
companies'  new-found 
enthusiasm  for  outsourcing 
chip  production  on  the 
island. 

"The  Taiwanese  are  actu- 
ally the  fastest  growing  IC 


Industry  in  the  world.”  says 
Mr  Floyd,  adding  that  the 
agility  of  Taiwan's  compa- 
nies gives  them  an  edge  over 
their  more  ungainly  competi- 
tors to  the  north. 

Firmer  chip  prices  are  a 
boon  for  Acer  Semiconduc- 
tor. which  has  appeared  less 
nimble  than  some  competi- 
tors. The  venture  has  suf- 
fered a string  of  losses,  but 
could  take  advantage  or 
Improved  returns  from  its 


memory  chips  in  1999  to  ease 
a shift  toward  custom-made 
logic  chips.  Acer  Semicon- 
ductor's parent,  the  Acer 
computer  group,  is  Taiwan's 
best-known  technology  com- 
pany; however,  it  has  been 
battling  narrowing  margins 
and  a declining  brand  pro- 
file. 

Acer  is  now  moving  its 
focus  from  assembly  to 
higher  return  markets  and  is 
developing  a range  of  appli- 


MEASURING  RETURNS  ON  IT  by  Andrew  Fisher 


BUSINESS  PROCESS  OUTSOURCING 


Is  the  effort  worthwhile?  Helping  councils  to  improve 


Keeping  up  with  new  technology  is  demanding  and  costly,  but 
many  companies  face  oblivion  if  they  do  not  try  their  hardest 


Trying  to  measure  the 
impact  of  information  tech- 
nology on  business  perfor- 
mance is  a task  that  has 
tried  the  skills  and  patience 
of  some  of  the  world's  best 
economic  thinkers.  Their 
frustrations  were  succinctly 
expressed  by  Robert  Solow. 
the  Nobel  prize-winning  US 
economist,  who  said:  “You 
can  see  the  computer  age 
everywhere  but  in  the  pro- 
ductivity statistics.” 

Even  the  most  innovative 
companies  agree  that  it  is 
extremely  hard  to  assess  the 
effect  of  IT  spending.  But 
they  feel  that  the  prospec- 
tive benefits  should  be  the 
main  investment  consider- 
ation rather  than  slide-rule 
accountancy  calculations. 

“The  business  case  should 
drive  major  IT  spending 
decisions,"  says  John  EUice- 
Fiint,  a senior  vice-president 
at  Unocal,  the  big  US-based 
oil  and  gas  producer. 

Louis  Lavigne,  chief  finan- 
cial officer  at  Genentech.  the 
biotechnology  company,  also 
believes  it  is  not  always 
appropriate  to  evaluate  stra- 
tegic IT  purchases  in  strictly 
financial  terms.  "Sometimes, 
something  is  just  so  right 
qualitatively,  there  is  no 
more  question  about  it.” 

These  views  and  those  of 
other  IT-minded  executives 


are  part  of  a new  study  by 
IBM's  global  services  con- 
sulting group  and  the  Econo- 
mist Intelligence  Unit. 
Called  Assessing  the  strategic 
value  of  information  technol- 
ogy. it  seeks  to  show  that 
strategic  IT  investment  is 
unavoidable  for  companies 
wanting  to  attain  or  keep 
leading  market  positions. 

“Emerging  applications  of 
rr  are  fundamentally  trans- 
forming a number  of  indus- 
tries" at  the  threshold  of  the 
21st  century,  the  report  says. 
“In  many  cases,  the  focus  is 
on  using  technology  as  the 
fulcrum  in  value  delivery.” 

While  the  study  found  big 
differences  between  IT  front- 
runners and  laggards  - with 
many  of  the  former  in  finan- 
cial services  and  retailing  - 
most  executives  surveyed 
were  satisfied  that  IT  boosts 
productivity;  82  per  cent 
thought  the  results  satisfac- 
tory or  excellent.  Yet  compa- 
nies have  widely  varying 
policies  on  the  question  of 
how  to  monitor  IT’s  impact 
- "basic  instinct”  is  used 
about  as  often  as  traditional 
return  on  investment  analy- 


improvement  that  supports 
breakthrough  R&D  or 
encourages  customer  satis- 
faction,” the  report  says. 
Today,  executives  increas- 
ingly want  to  know  how  IT 
investments  can  propel 
growth  strategies. 

Yet  there  are  still  many 
"unfocussed  companies." 
unsure  of  what  IT  can  offer 
and  bewildered  by  the  huge 
array  of  products  and  ser- 
vices available.  Chuck  Rie- 
ger of  IBM  global  services 
says  around  16  per  cent  of 
companies  surveyed  for  the 
report  do  not  have  an  IT 
strategy. 

"They  see  IT  as  hard  to 
work  with  and  too  expen- 
sive.” Of  those  who  do  invest 
in  IT.  nearly  half  concen- 
trate on  so-called  "founda- 
tion value"  in  which  the 
investment  is  aimed  at  auto- 
mating basic  business  pro- 
cesses. Less  than  10  per  cent 
focus  on  "innovation  value”, 
in  which  IT  is  applied  to 
strategic  aims  such  as  win- 
ning new  domestic  and  for- 
eign customers  through  the 
worldwide  web. 


“People  nbw  understand 
that  quantitative,  financial 
metrics  cannot  capture  the 
true  value  of  a communica- 
tions tool  or  process 


Problems  of 
implementing  new 
IT  systems 


North  2 > 


oral 


Most  objections  to  a thor- 
ough-going IT  policy  centre 
on  the  time  it  takes  to  imple- 
ment new  systems.  Compa- 
nies are  also  put  off  by  the 
inflexibility  of  their  existing 
systems  and  the  daunting 
task  of  training  and  support- 
ing employees  in  the  use  of 
new  equipment  and  software 
programmes. 

Mr  Rieger  believes  these 
obstacles  can  be  overcome  if 
companies  strive  to  keep  up 
with  the  Impact  of  new  tech- 
nology on  their  operations, 
absorb  changes  in  IT 
quickly,  support  staff  effec- 
tively and  actively  manage 
technology  to  help  create 


competitive  advantage. 

This  is  clearly  easier  said 
than  done,  but  the  evidence 
Is  that  customers  mostly 
respond  positively.  Nearly  90 
per  cent  of  senior  executives 
questioned  believe  customer 
resistance  to  IT  is  not  a 
problem. 

Even  so,  the  problem  of 
measuring  IT's  benefits 
remains,  "The  hardest  thing 
in  business  to  measure  is  IT 
value,"  says  Neil  Bardach, 
an  executive  with  Genlyte,  a 
US  lighting  products  com- 
pany. “In  feet,  we  don't  try 
to  measure  IT  value.  We  do, 
however,  identify  the  intan- 
gible values  IT  affords,  and 
we  try  to  keep  the  cost  of  IT 
within  a range  of  percentage 
of  sales  that  we  find  manage- 
able." 

Quoted  in  the  report,  he 
says  Genlyte  tries  to  mea- 
sure the  return  on  specific 
IT  investments.  It  asks 
whether  new  systems  allow 
more  business  to  be  done 
with  fewer  people  or  less 
overtime.  If  costs  do  not  fall, 
do  they  at  least  not  rise?  Can  ! 
better  quality  information  be 
obtained  sooner  or  be  made 
more  accessible?  Can  admin- 
istrative costs  be  kept  down? 
"If  we  can  answer  ‘yes'  to 
one  or  more  of  these,  we’ll 
invest  in  the  system,"  Mr 
Bardach  states. 

The  1BM/EIU  report  is  part 
of  a wider  study  with  Uni- 
versity of  California  at 
Irvine  and  the  Massachu- 
setts Institute  of  Technology 
on  the  role  of  IT  in  the  econ- 
omy. Mr  Rieger  says  prelimi- 
nary findings  show  that 
across  developed  countries. 
IT  accounts  for  5.5  per  cent 
of  total  investment,  contri- 
buting 35  per  cent  to  growth 
in  gross  domestic  product 
and  55  per  cent  to  labour 
productivity  growth. 

For  companies,  overall 
returns  on  IT  investment 
can  be  extremely  high,  he 
adds.  Many  clearly  remain  to 
be  convinced,  but  the  relent- 
less progress  of  IT  in  indus- 
try and  society  may  soon 
compel  them  to  think  again. 


services  and  cut  costs 


The  market  for  business 
process  outsourcing  is 
growing  at  30  per  cent  a year, 
compared  with  20  per  cent  for 
conventional  outsourcing.  "A 
lot  of  the  impetus  for  BP0  is 
coming  from  the  public 
sector, " says  Bridget  Blow, 
chief  executive  of  TTNet 

Local  government  which 
has  focused  on  rr  outsourcing 
since  the  late  1980s,  is  now 
moving  into  outsourcing 
hack-office  functions  such  as 
payroll,  revenue  collection  and 
benefits  administration,  she 
says. 

In  the  UK,  the  main  drivers 
are  cost  and  the  government's 
Best  Value  initiatives,  designed 
to  improve  local  councils' 
service  levels,  ‘For  example," 
adds  Ms  Blow,  "some 
councils  still  take  15  minutes 
to  answer  the  phone.’ 

This  problem  Is  certainty  not 
limited  to  Britain.  Many  local 
and  regional  authorities  have 
similar  potential  for 
improvement,  she  says.  But 
projects  might  have  to  be 
managed  in  a slightly  different 
style  due  to  restrictive 
employment  rules  In  some 
countries. 


Potential 


In  Ms  Blow's  experience, 
commercial  companies  are 
still  wary  of  outsourcing 
business  processes.  “Being 
able  to  specify  the  inputs  and 
outputs  of  a process  appeals 
to  board  members, " she  says. 
‘But  the  reality  is  that  It  hasn't 
really  taken  off  in  the 
commercial  sector  yet." 

However,  she  does  not 
think  these  projects  are  any 
more  difficult  to  manage  than 
IT  projects.  ITNet,  which 
receives  50  per  cent  of  its 
business  from  the  public 
sector,  Is  involved  in  21 , 
including  revenue  projects  for 
two  London  councils, 

Hackney  and  Islington. 

Business  process  and  FT 
outsourcing  are  similar 
because  an  outsourcing 


company  trying  to  improve  a 
process  will  usually  put  in  new 
IT  at  some  point,  she  says. 

Other  growth  areas  in 
outsourcing  indude  managing 
a company's  PCs  and 
software  and  implementing 
enterprise  resource  planning 
systems  such  as  those  from 
SAP  and  Baan.  “We  get  a lot 
of  new  business  in  the 
desktop  services  area 
because  this  is  hard  to 
provide  well  in-house,*  she 
says.  ‘Every  time  software 
changes,  you  need  new  skills, 
and  a small  in-house  learn 
can  find  it  hard  to  keep  up." 

fTNet  provides  a call 
centre-based  telephone 
support  service  that  sorts  out 
nearly  50  per  cenl  of 
problems  on  the  first  can. 

‘If  you  do  a good  job  in  this 
area,  which  means 
understanding  the  hardware 
and  software,  the  customer’s 
business  and  the  business 
impact  of  the  problem,  you 
can  usually  pick  up  other 
work  from  the  customer,"  Ms 
Blow  believes. 

What  Is  diflerent  about 
TTNet,  apart  from  the  fact  that 
it  is  one  of  the  few  FTSE 
companies  run  by  a woman? 
Certainly  not  the  fact  that 
there  is  only  one  woman  on 
the  board  - Ms  Blow  herself. 

The  company  is  fairly 
informal  and  has  twice-yearty 
briefings  in  groups  of  50  staff 
where  employees  can  chat  to 
her  about  absolutely  anything 
they  want  Ms  Blow  believes 
that  “the  open  style  is 
appreciated  and  good  Ideas 
often  come  out  of  these 
meetings". 

iTNct  also  prides  itself  on 
its  people  management  skills. 


Ms  Blow  tells  company 
boards:  “I  wiH  get  the  most 
out  of  your  staff,  together  with 
my  existing  staff,  because  we 
have  strong  human  resources 
policies.  ‘ 

Staff  transferred  to  ITNet 
from  companies  that  have 
outsourced  their  IT  are  put 
through  a half-day  series  of 
tests.  Some  are  promoted 
because  they  are  good 
technically.  Others  are 
shuffled  around  the  team. 
“This  improves  performance 
immediately,"  she  says. 

"We  also  have  a lot  of 
meetings  with  staff  to  help 
them  understand  how  it  is 
different  being  part  of  a 
services  business  to  working 
in-house.  And  we  are  willing 
to  move  people  out  of  IT  roles 
and  into  sales  and  marketing 
if  they  show  aptitude  for  other 
areas." 

In  fact  Ms  Blow  was  once 
a human  resources  director  - 
at  FI  Group,  the  software 
company  founded  by  a 
woman,  Steve  Shirisy.  Ms 
Blow  also  had  other  line 
management  positions  within 
the  company. 

As  human  resources 
director  she  got  involved  with 
‘the  people  side’  of  mergers 
and  acquisitions,  assessing 
skills  and  making  acquired 
staff  feel  more  confident 
about  their  new  organisation. 

So,  when  a headhunter 
called  and  asked  if  she  would 
like  to  do  something  similar  - 
helping  to  move  outsourced 
staff  across  to  ITNet.  then 
part  of  Cadbury -Schweppes  - 
she  jumped  at  the  chance. 

In  the  summer  of  1995, 
Cadbury-Schweppes  decided 
to  sell  ITNet  after  buying  Dr 


Bridget  Blow  of  ITNet 
'Changing  software  systems 
demand  new  skills* 


Pepper,  the  drinks  company, 
some  time  earlier.  Ms  Blow, 
then  managing  director  of 
ITNet,  put  the  case  for  a 
management  buyout,  which 
Cadbury  accepted. 

Negotiating  this  complex  deal 
with  Cadbury  and  with. venture 
capitalists  was  one  of  the 
most  challenging  moments  of 
her  career  because  she  felt 
responsible  for  the  company’s 
1,000  staff. 


The  buyout  in  November. 
1995,  was  a success  and  last 
June,  ITNet  floated  an  the 
stock  market  after  increasing 
sales  by  20  per  cent  a year 
for  the  previous  five  years. 

“One  of  the  reasons  we 
floated  was  to  make  some 
Investments,"  she  says.  "We 
are  Interested  in  mainland 
Europe,  so  we  are  talking  to 
customers  about  what  they 
would  like  us  to  do  there.  We 
might  share  a customer's 
premises  or  set  up  our  own 
offices." 


The  company  has  already 
participated  in  a number  of 
overseas  projects  in  the  US, 
Poland  and  North  Africa. 


Joia  ShiIJingford 


A TRILLION  DOLLAR  INDUSTRY 


The  next  big  wave 
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CeBIT  ’99,  the  world’s 
biggest  IT  show 


More  than  7,500  companies 
from  63  countries  will  be 
exhibiting  at  this  month's 
seven-day  CeBrr'99  show, 
located  in  28  halls  at  the 
Hanover  showground,  Ger- 
many. 

Among  the  exhibitors  at 
this  record-breaking  event 
from  March  18-24,  will  be 
2,862  companies  from  outside 
Germany,  with  304  from 
Britain.  434  from  the  US  and 
525  from  Taiwan.  The  IT  cat- 


egory - the  show's  largest  - 
will  feature  displays  by  1.500 
companies.  Telecom  systems 
will  cover  seven  halls,  mak- 
ing this  the  larges t-ever  tele- 
coms display  for  the  annual 
CeBIT  event. 

More  details  about  CeBIT, 
can  be  obtained  via  tele- 
phone +49  511/89-0.  fax  49- 
511/89-326  26,  or  See  the  web 
site  http://www.cebit.de 


Announcing  the  awards:  Michael  Wffia,  centre,  with  Lord  BlackweH,  right,  and  Eric  GuBloteau 


Cash  prizes  with  new  e-commerce  awards 


Michael  Wiltshire 


Prizes  worth  a total  of  £126,000  are  befog 
offered  in  a joint  award  by  the  Information 
Society  Initiative,  which  promotes  the  use  of 
IT  by  British  businesses,  and  InterForum, 
the  UK  advisory  group  that  helps 
companies  to  trade  electronically. 

Pictured  here  are  Michael  Wills,  centre,  the 


minister  for  small  firms,  discussing  the 
awards  with  principal  sponsors  Eric 
GuiBoteau,  general  manager  of  E-Business 
BT,  left,  and  Lord  Blackwell  of  NatWest 
bank.  More  details  from  InterForum  on  tel. 
01784  473005  or  Ida  the  web  site,  http:// 
wwwJnterforum.org 


among  the  industry  leaders 
were  the  main  drivers 
behind  the  surge  in  merger 
and  acquisition  activity  in 
the  IT,  communications  and 
media  industries  last  year. 

According  to  Broadview, 
the  specialist  IT  investment 
banking  group,  the  value  of 
M&A  deals  rose  to  $489bn  in 
1998,  an  increase  of  87  per 
cent  on  the  year  before. 

Big  deals  valued  at  over 
$lbn  drove  the  trend,  accord- 
ing to  the  report.  The  num- 
ber of  such  deals  rose  from 
four  in  1992  to  43  last  year, 
according  to  Paul  Derringer, 
Broad  view's  chairman.  Eight 
of  the  10  largest  deals  were 
in  North  America,  where  the 
total  was  S3S3bo. 

But  European  transactions 
also  rose  strongly,  by  37  per 
cent  to  S95.7bn.  The  telecoms 
sector  was  the  most  active 
as  market  liberalisation  and 
the  convergence  of  voice  and 
data  networks  drove  rapid 
consolidation. 

Within  the  IT  sector  itself 
these  large  deals,  culminat- 
ing last  year  in  Compaq 
Computer's  S9.6bn  purchase 
or  Digital  Equipment,  are 
helping  to  determine  the 


shape  of  enterprise  comput- 
ing for  the  next  decade  and 
creating  an  elite  group  of 
industry  leaders,  each  with  a 
commanding  position  in  its 
segment  of  the  Sl.OOObn-a- 
year  IT  industry. 

Each  of  the  main  IT  mar- 
ket segments  is  now  domi- 
nated by  a single  company 
or  small  group  of  companies. 
Cisco,  for  example,  has 
emerged  as  the  unchallenged 
networking  market  leader 
and  Compaq  extended  its  PC 
market  lead  last  year. 

Intel,  despite  losing  mar- 
ket share  in  the  sub-Sl.000 
PC  market  category  last  year 
to  AMD  and  National  Semi- 
conductor's Cyrix  unit,  still 
supplies  the  microprocessors 
for  the  vast  bulk  or  business 
PCs.  and  Microsoft,  despite 
the  continuing  anti-trust 
trial,  remains  tbe  world’s 
largest  software  vendor. 

What  is  more,  these  US 
companies  all  share  a com- 
mon strategy  - they  are 
seeking  to  deliver  products 
that  span  the  whole  range  of 
customer  requirements. 
Thus.  Compaq's  acquisition 
first  of  Tandem  Computer 
aod  then  Digital,  has 
enabled  the  group  to  leap- 
frog the  competition  to 


become  the  second  largest, 
full  range  computer  group 
behind  International  Busi- 
ness Machines. 

Similarly.  Intel  wants  Its 
microprocessors  to  power . 
everything  from  entry-level 
PCs  to  large,  complex  mul- 
ti-node servers  and  Microsoft 
believes  its  operating 
systems  should  run  in  every- 
thing from  cars  and-  hand- 
held devices  to  big  corporate 
server  clusters. 

These  market  leaders  also 
share  another  vision  which 
is  likely  to  be  reflected  In 
their  presentations  and 
stands  at  this  month's  CeBIT 
Information  technology  busi- 
ness fair  in  Hauover,  Ger- 
many. As  Compaq’s  Mr  Pfeif- 
fer said  in  London  last 
month:  “Our  vision  is  a 
world  where  virtually  all 
information  is  online  and 
people  have  secure  access  to 
the  information  they  need 
from  anywhere.  at  anytime.". 

Fulfilling  that  vision  will 
require  the  next  step  in  the- 
convergence  process  - integ- 
rating mobile  telephony  t0 
build  high-speed,  wireless  IP 
networks.  This,  coupled  with 
broadband  delivery  systems 
for  home  and  business,  may 
well  drive  the  next  IT  wave. 
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Watchful  eye  In  Taipei:  an  Investor  scrutinises  stock  prices  on  a computer  screen  at  a Taiwan  dealeri* 
office.  In  the  sector,  the  growth  of  the  Internet  has  boosted  sendee  and  software  companies  ap 


cation-specific  computers, 
dubbed  XCs.  that  axe 
intended  to  be  more  reliable 
and  user-friendly  than,  ordi- 
nary PCs. 

The  company  says  its  XCs 
will  be  based  on  PC  architec- 
ture and  will  range  from 
computers  for  the  under- 
fives  to  video  mail  boxes 
that  will  allow  users  to  film 
messages  and  send  them  to 
friends  and  family  over  the 
Internet 
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